5-\.^A\\tVA5-'5 


U.S.  DEPARTMENT  OF  COMMERCE 

Domestic  and  International  Business  Administration 

Bureau  of  East-West  Trade 


Digitized  by  the  Internet  Archive 
in  2013 


http://archive.org/details/exportadmOOunit 


The  President 

The  Honorable  President  of  the  Senate 

The  Honorable  Speaker  of  the  House 

Sirs: 

I  am  pleased  to  submit  this  report  on  Export  Administration 
covering  the  fourth  quarter  of  1975  and  the  first  quarter  of  1976  as 
required  by  the  Export  Administration  Act  of  1969,  as  amended. 

This  report,  the  second  to  be  submitted  on  a  semiannual  basis  as 
required  by  Public  Law  93-608,  is  the  113th  in  the  series. 

Included  in  this  report,  in  Chapter  4,  "Security  Controls,"  under 
the  heading,  "Consultation  with  the  Department  of  Defense,"  is  the 
report  of  the  Secretary  on  his  activities  under  the  Export  Admini- 
stration Act. 

Respectfully, 

Acting  Secretary  of  Commerce 
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CHAPTER   1 
ADMINISTRATION  OF  EXPORT  CONTROLS 

With  two  exceptions,  the  U.S.  Department  of  Commerce  autho- 
rizes exports  from  the  United  States,  its  territories,  and  possessions 
either  by.  issuing  specific  validated  licenses  or  by  establishing  broad 
general  licenses.  The  two  exceptions  that  require  neither  validated 
nor  general  licenses  are  exports  from  the  United  States  to  its  terri- 
ritories,  and  most x  exports  to  Canada  for  consumption  in  Canada. 

A  validated  license  is  a  formal  document  issued  to  an  exporter  by 
the  Department,  based  on  a  signed  application.  It  authorizes  export 
of  commodities  or  technical  data  within  the  specific  limitations  of 
the  document^ 

A  general  license  is  a  broad  authorization  established  by  the  De- 
partment of  Commerce  to  permit  certain  exports  under  specified 
conditions.  Neither  the  filing  of  an  application  by  the  exporter  nor 
the  issuance  of  a  license  document  by  the  Department  is  required. 
The  conditions  for  use  of  each  general  license  are  set  forth  in  the 
"Export  Administration  Regulations,"  Part  371. 

For  export  control  purposes,  all  foreign  destinations,  excluding 
Canada,  are  divided  into  seven  country  groups : 

Group  S Southern  Rhodesia. 

Group  T All  countries  of  the  Western  Hemisphere,  excluding  Canada 

and  Cuba. 

Group  V All  countries  not  elsewhere  listed,  excluding  Canada. 

Group  Q Romania. 

Group  W Poland. 

Group  Y2 Albania,  Bulgaria,  Czechoslovakia,  Estonia,  German  Demo- 
cratic Republic,  Hungary,  Laos,  Latvia,  Lithuania,  Outer 
Mongolia,  the  People's  Republic  of  China,  and  the  U.S.S.R. 

Group  Z North   Korea,   North   Vietnam,    South    Vietnam,   Cambodia, 

and  Cuba. 


1  Other  than  helium  isotopically  enriched  in  the  helium-3  istotope  ;  certain  commodities 
under  short  supply  control ;  commodities  related  to  nuclear  weapons,  nuclear  explosive 
devices,  or  nuclear  testing ;  devices  for  surreptitious  interception  of  wire  or  oral  com- 
munications ;  and  certain  technical  data.  See  "Export  Administration  Regulations,"  Sec. 
370.3. 

2  Group  Y  was  revised  on  April  9,  1976,  to  include  Laos. 
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A  listing  of  all  commodities  for  which  the  Bureau  of  East- West 
Trade  exercises  export  licensing  authority  may  be  found  in  the  "Ex- 
port Administration  Regulations,"  Sec.  399.1,  Commodity  Control 
List.  Based  on  the  Census  Schedule  B  numbering  system,  with  which 
most  exporters  are  familiar,  the  list  is  designed  to  facilitate  the  de- 
termination of  proper  controls  by  exporters.  It  identifies,  for  each 
listed  commodity  or  category,  the  destinations  that  require  a  vali- 
dated export  license.  Commodities  may  be  exported  under  general 
license  (G-DEST)  to  destinations,  other  than  Canada,  that  do  not 
require  a  validated  license. 

The  Department  of  Commerce,  through  its  Bureau  of  East- West 
Trade,  exercises  control  over  all  exports  3  from  the  United  States, 
except : 

1.  Commodities  for  the  official  use  of,  or  consumption  by,  the 
Armed  Forces  of  the  United  States,  and  commodities  for  general 
consumption  in  occupied  areas  under  their  jurisdiction  when  the 
transport  facilities  of  the  Armed  Forces  are  used  to  carry  such  ship- 
ments. 

2.  Commodities  exported  by  the  Department  of  Defense  pursuant 
to  Section  414  of  the  Mutual  Security  Act  of  1954. 

3.  Arms,  ammunition,  implements  of  war,  technical  data  relating 
thereto,  and  certain  classified  information,  which  are  all  licensed  by 
the  Department  of  State. 

4.  U.S.  1-cent  coins  containing  bronze  (pennies),  which  are  licensed 
by  the  Treasury  Department. 

5.  Source  material,  byproduct  material,  special  nuclear  material, 
and  facilities  for  the  production  or  utilization  of  special  nuclear 
material  which  are  licensed  by  the  Nuclear  Regulatory  Commission 
(except  components  for  such  facilities,  which  are  licensed  for  ex- 
port by  the  Bureau  of  East -West  Trade).  Related  technical  data 
are  licensed  by  the  Energy  Research  and  Development  Administra- 
tion. 

6.  Vessels,  other  than  vessels  of  war,  which  are  licensed  by  the 
Maritime  Administration,  Department  of  Commerce.  Vessels  sold 
by  the  Maritime  Administration  for  scrapping  abroad  also  are  con- 
trolled by  the  Bureau  of  East-West  Trade. 

7.  Natural  gas  and  electric  energy,  which  are  licensed  by  the  Fed- 
eral Power  Commission. 

8.  Tobacco  seed  and  plants,  which  are  licensed  by  the  Department 
of  Agriculture. 


3  See  the  "Export  Administration  Regulations,"  Sec.  370.10. 
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9.  Narcotics  and  dangerous  drugs,  which  are  licensed  by  the  De- 
partment of  Justice. 

10.  Endangered  species  of  fish  and  wildlife,  migratory  birds,  and 
bald  and  golden  eagles  or  any  part,  product,  egg  or  offspring  thereof, 
or  the  dead  body  or  parts  thereof,  whether  or  not  incorporated  into 
a  finished  product,  which  are  licensed  by  the  Department  of  Interior. 


CHAPTER  2 

DEVELOPMENTS  IN  EXPORT  ADMINISTRATION 

Commodity  Control  List  Review  1 

Certain  commodities  in  66  separate  CCL  entries  that  were  deleted 
from  international  (COCOM)  controls  during  the  first  half  of  the 
1974-75  COCOM  List  Review  were  decontrolled  by  the  United 
States  and  now  require  validated  export  licenses  only  for  Southern 
Rhodesia,  North  Vietnam,  South  Vietnam,  North  Korea,  Cambodia, 
and  Cuba.  Examples  of  the  commodity  categories  affected  are  gear- 
making  and  finishing  machines;  pumps  and  regulating  valves;  elec- 
tric vacuum  furnaces;  metal  rolling  mills;  communications  equip- 
ment; optical  elements;  iron  and  steel  as  well  as  other  metals  and 
minerals;  synthetic  hydraulic  and  lubricating  fluids  and  oils;  and 
chemicals.  Certain  types  of  hafnium  that  no  longer  are  subject  to 
COCOM  control  remain  under  full  U.S.  unilateral  control  at  the 
request  of  the  Energy  Research  and  Development  Administration 
pending  additional  review.2 

Fifty-nine  additional  specific  chemical  products  subject  to  U.S. 
unilateral  controls  also  were  reduced  to  the  SZ  level.  That  action  was 
part  of  the  ongoing  process  of  culling  out  of  "basket"  entries,  chemi- 
cals that  are  determined  to  be  devoid  of  strategic  usefulness. 

Exemption  from  Shipper's  Export  Declaration  Filing  Requirement 
for  Certain  General  License  RCS  Shipments  3 

The  provisions  of  General  License  RCS  were  revised  to  provide 
that  a  Shipper's  Export  Declaration  is  not  required  when  any  of 
the  following  commodities  are  exported  by  U.S.  airlines  to  their 
own  installations,  aircraft,  and  agents  abroad  for  use  in  their  air- 
craft operations :  Fuel,  except  when  under  short  supply  control  pur- 
suant to  Part  377  of  the  Export  Administration  Regulations;  deck, 
engine,  and  steward  department  stores,  provisions,  and  supplies; 
medical  and  surgical  supplies ;  food  stores ;  slop  chest  articles ;  saloon 
stores  or  supplies;  and  equipment  and  spare  parts. 


1  See  Export  Administration  Bulletin  No.  148  of  October  28,  1975. 

-The  COCOM  List  Review  was  completed  late  in  the  reporting  period.  Further  CCL 
changes  reflecting  COCOM  revisions  were  published  May  27,  1976,  in  Export  Administra- 
tion Bulletin  No.  156. 

3  For  details,  see  Export  Administration  Bulletin  No.   148  of  October  28,  1975. 
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Revision  of  Part  375 — Documentation  Requirements  4 

Part  375  of  the  Export  Administration  Regulations  has  been 
revised  editorially  to  eliminate  unnecessary  duplication  and  incon- 
sistencies, provide  for  better  organization  of  material,  and  simplify 
the  instructions  for  preparing  and  forwarding  supporting  documents 
relating  to  exports  and  reexports.  An  important  feature  of  this  revi- 
sion was  the  combination  of  two  required  statements  (Single  Trans- 
action Statement  by  Consignee  and  Purchaser,  Form  DIB-626P, 
and  Multiple  Transactions  Statement  by  Consignee  and  Purchaser, 
Form  DIB-627P)  into  a  single  form  (Form  DIB-629P,  Statement 
by  Ultimate  Consignee  and  Purchaser) . 

Revision  of  Regulations  Relating  to  Restrictive  Trade  Practices  and 
Boycotts  5 

Effective  December  1,  1975,  U.S.  exporters  and  related  service 
organizations  were  prohibited  from  taking  any  action,  including 
the  furnishing  of  information  or  the  signing  of  agreements,  that  has 
the  effect  of  furthering  or  supporting  a  restrictive  trade  practice 
that  discriminates  against  U.S.  persons  or  firms  on  the  basis  of  race, 
color,  sex,  religion,  or  national  origin.  A  new  Form  DIB-630P  was 
designed  for  reporting  such  requests.  In  addition,  all  service  organi- 
zations, such  as  banks,  insurers,  freight  forwarders,  and  shipping 
companies,  that  in  any  way  become  involved  in  a  restrictive  trade 
practice  request  related  to  an  export  from  the  United  States  of  com- 
modities, services,  technical  data,  or  other  information,  are  now 
obliged  to  report  the  receipt  of  such  requests  to  the  Office  of  Export 
Administration.  Previously,  service  organizations  were  required  to 
report  such  requests  to  the  U.S.  exporter  who  was  required  to  report 
the  requests  to  the  Department.  Form  DIB-621P  was  revised  to  re- 
flect this  change  in  the  reporting  requirements. 6  (Also  see  Chapter 
3.) 

Reorganization  Within  the  Office  of  Export  Administration 

Effective  January  30,  1976,  the  Technical  Data  Division  of  the 
Office  of  Export  Administration  was  disbanded  and  its  functions 
integrated  into  the  appropriate  commodity  licensing  divisions.  In 

4  For  details,  see  Export  Administration  Bulletin  No.   151  of  December  17,   1975. 

5  For  details,  see  Export  Administration  Bulletin  No.  149  of  November  20,  1975, 
and  No.  153  of  February  10,  1976. 

6  Effective  April  30,  1976,  charging  letters  (the  initial  action  taken  by  the  Department 
of  Commerce  in  compliance  proceedings  setting  forth  charges  against  alleged  violators 
of  the  Export  Administration  Act)  related  to  restrictive  trade  practices  and  boycotts 
will  be  made  available  to  the  public.  This  information  was  heretofore  deemed  confiden- 
tial. See  Export  Administration  Bulletin  No.  158  of  June  1,  1976,  for  further  details. 
(Also  see  Chapter  7.) 
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addition,  the  Scientific  and  Electronic  Equipment  Division  was 
split,  and  two  licensing  divisions  were  created  from  its  functions — 
the  Computer  Division  and  the  Electronic  Equipment  Division. 
These  organizational  and  functional  changes  were  made  to  allow 
the  Office  of  Export  Administration  to  better  meet  its  responsibilities 
under  the  Act. 

Technical  Advisory  Committees 

The  seven  government-industry  technical  advisory  committees 
continued  their  individual  work  programs. 

The  Computer  Systems  Technical  Advisory  Committee  met  on 
October  14  and  December  9,  1975,  and  on  February  10,  1976.  Dis- 
cussion included  foreign  availability  of  computers  and  production 
capabilities  of  Communist  countries  as  well  as  any  capabilities  that 
might  exist  in  non-COCOM  countries.  The  activities  of  the  Com- 
mittee's working  groups  were  directed  primarily  toward  preparing 
for  the  next  COCOM  negotiations,  specifically  in  terms  of  establish- 
ing administrative  guidelines,  such  as  practical  working  deadlines 
to  ensure  that  the  groups'  reports  could  be  ready  and  able  to  be  in- 
corporated into  the  U.S.  negotiating  position.  The  Licensing  Pro- 
cedures Subcommittee  of  the  Computer  Systems  Technical  Advisory 
Committee  met  on  November  12,  1975,  and  on  January  7  and  March 
16,  1976.  Emphasis  was  placed  on  three  goals:  Study  feasibility  of 
establishing  a  company  certification  scheme  for  technical  data  re- 
quired for  export  applications ;  study  methods  of  producing  a  stand- 
ard format  for  end-use/user  information;  and  update  and  simplify 
the  "Guide  to  Exporters."  The  Technology  Transfer  Subcommittee 
met  on  November  11,  1975,  and  on  January  14,  1976.  The  Subcom- 
mittee examined  the  areas  of  technical  data  export  regulations,  cur- 
rent industry  practices  for  control  of  software,  and  the  work  that 
had  been  done  in  COCOM  on  regulatory  changes  involving  software. 
The  Hardware  Subcommittee  met  on  November  11  and  December  9, 
1975,  and  on  January  14,  February  10,  and  March  16,  1976.  Discus- 
sion involved  array  processors  and  the  export  thereof,  and  presenta- 
tions were  made  covering  "Application  of  Array  Processors." 

The  Foreign  Availability  Subcommittee  met  on  November  12, 
1975,  and  on  January  7  and  March  17,  1976.  Discussions  included 
the  potential  of  East  European  countries  to  compete  in  the  third 
world  countries  without  U.S.  assistance,  such  as  the  provision  of 
proper  peripherals  for  their  Central  Processing  Units  (CPU's). 
Further  review  was  made  of  technical  evaluations  on  foreign  avail- 
ability provided  by  industry/government. 
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The  Computer  Peripherals,  Components  and  Related  Test  Equip- 
ment Technical  Advisory  Committee  met  on  October  29,  1975,  and 
on  January  27  and  March  23,  1976.  An  oral  report  was  presented  on 
foreign  availability  and  resident  technology  abroad,  with  the  primary 
focus  on  the  use  of  foreign  availability  data. 

The  Numerically  Controlled  Machine  Tool  Technical  Advisory 
Committee  met  on  October  10,  1975,  and  January  14,  1976.  The  Com- 
mittee continued  its  review  of  the  differentiation  between  hard- wired 
and  soft-wired  machine  tools;  the  definitions  area;  the  possibility 
that  some  functional  characteristics  would  be  added;  and  U.S.  and 
foreign  availability,  including  Communist  and  non-COCOM  areas. 
The  Definitions  Subcommittee  of  the  Numerically  Controlled  Ma- 
chine Tool  Technical  Advisory  Committee  met  on  October  10,  1975. 
The  Subcommittee  focused  on  the  task  of  producing  a  glossary  of 
terms  in  layman's  language  for  the  Committee's  use. 

The  Semiconductor  Technical  Advisory  Committee  met  on  October 
15,  1975,  and  on  January  28,  1976.  The  Committee  concurred  in  a 
summary  of  various  lists  which  represented  its  recommendations  in 
the  areas  of  electronic  component  assemblies  and  subassemblies,  and 
printed  circuit  board  and  microcircuits,  as  well  as  discrete  semi- 
conductor devices.  The  Committee  also  addressed  itself  to  complex 
integrated  circuits. 

The  Semiconductor  Manufacturing  and  Test  Equipment  Technical 
Advisory  Committee  met  on  October  21,  1975,  and  on  March  3,  1976. 
Discussion  covered  areas  that  the  Committee  should  explore,  such  as 
foreign  availability  and  new  technologies.  A  review  was  made  of  the 
Committee's  June  1974  report,  classified  "confidential,"  that  had  been 
presented  to  the  Department  by  previous  committee  members. 

The  Director  of  the  Office  of  Export  Administration  on  March  3, 
1976,  approved  the  establishment  of  the  following  four  subcommit- 
tees authorized  under  the  terms  of  the  Semiconductor  Manufacturing 
and  Test  Equipment  Technical  Advisory  Committee  charter :  The 
Material  Preparation  Subcommittee — to  determine  state-of-the-art 
advances  in  the  preparation  of  semiconductor  materials  and  the 
equipment  used  for  their  production.  The  Pattern  Generation  and 
Image  Transfer  and  Inspection  Subcommittee — to  evaluate  equip- 
ment and  techniques  used  in  the  formation  of  precision  microelec- 
tronics artwork  and  masks.  The  Wafer  Processing  Subcommittee — to 
determine  advances  in  equipment  used  in  such  processes  as  cleaning 
wafer  surfaces,  applying  resist  materials,  and  developing  circuit 
patterns.  The  Assembly,  Packaging  and  Test  Subcommittee — to  de- 
fine equipment  for  completing  microelectric  circuit  assemblies  and 
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for  testing  circuits  during  production  or  at  ,final  test  stations.  These 
Subcommittees  will  schedule  meetings  during  the  July-December 
1976  period. 

The  Electronic  Instrumentation  Technical  Advisory  Committee 
met  on  January  13,  1976,  to  discuss  the  ongoing  work  programs  of 
the  Committee.  The  proposed  new  definition  for  oscilloscopes,  oscillo- 
scope systems,  and  other  areas  of  the  COCOM  International  List 
(IL)  was  reviewed. 

The  Telecommunications  Technical  Advisory  Committee  met  on 
October  20,  1975,  and  on  January  7,  1976.  An  in-depth  review  was 
made  of  the  Committee's  draft  of  its  Third  Annual  Report  to  be 
presented  to  the  Department  in  1976. 


CHAPTER  3 

BOYCOTT  REGULATIONS 

Background 

The  Export  Administration  Act  of  1969,  as  amended,  states  that 
it  is  the  policy  of  the  United  States  (A)  to  oppose  restrictive  trade 
practices  or  boycotts  fostered  or  imposed  by  foreign  countries 
against  other  countries  friendly  to  the  United  States,  and  (B)  to 
encourage  and  request  domestic  concerns  to  refuse  to  take  any  action, 
including  the  furnishing  of  information  or  the  signing  of  agree- 
ments, which  has  the  effect  of  furthering  or  supporting  such  trade 
practices  or  boycotts.  The  Act  also  requires  that  these  policy  declara- 
tions be  implemented  by  regulations  and  that  the  regulations  require 
all  domestic  concerns  to  report  to  the  Secretary  of  Commerce  any 
boycott  requests  they  receive,  "for  such  action  as  he  may  deem 
appropriate  to  carry  out  the  purposes"  of  the  policy  section  of  the 
Act.  These  provisions  were  originally  added  in  1965  to  the  Export 
Control  Act  of  1949  and  were  incorporated  without  change  in  the 
current  Act. 

To  implement  the  boycott  policy  declarations,  the  Department  in 
1965  issued  regulations  requiring  exporters  to  report  the  receipt  of 
requests  to  participate  in  a  restrictive  trade  practice  or  boycott  fos- 
tered or  imposed  by  any  foreign  country  against  another  country 
friendly  to  the  United  States.  Service  organizations,  such  as  freight 
forwarders,  were  required  to  inform  the  exporter  of  the  receipt  of 
any  such  requests  they  received  so  that  the  latter  could  report  them 
to  the  Department. 

A  response  to  the  question  as  to  whether  the  exporter  intended  to 
comply  with  a  boycott -related  request  was  optional.  On  September 
21,  1975,  however,  the  Export  Administration  Regulations  were 
revised  to  require  U.S.  exporters  to  indicate  on  reports  filed  on  or 
after  October  1,  1975,  the  action  taken  in  response  to  restrictive  trade 
practice  requests. 

President's  Directive 

On  November  20,  1975,  the  President  announced  a  number  of  de- 
cisions that  constituted  a  comprehensive  proposal  to  prohibit  any 
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discrimination  against  Americans  on  the  basis  of  race,  color,  religion, 
national  origin  or  sex  that  might  arise  from  foreign  boycott  practices. 
Included  were  directions  to  the  Department  of  Commerce  to  amend 
its  Export  Administration  Regulations  to : 

(1)  prohibit  U.S.  exporters  and  related  service  organizations 
from  answering  or  complying  in  any  way  with  boycott 
requests  that  would  have  the  effect  of  discriminating  against 
U.S.  citizens  or  firms  on  the  basis  of  race,  color,  religion, 
sex  or  national  origin,  and 

(2)  require  reports  to  the  Department  of  Commerce  from  ser- 
vice organizations  (including  banks,  freight  forwarders, 
carriers  and  insurers)  that  become  involved  in  any  boycott 
request. 

The  Department  issued  an  amendment  to  its  Export  Administra- 
tion Regulations  on  November  20  implementing  this  directive,  to 
become  effective  December  1,  1975. 1  In  an  attempt  to  assure  wide- 
spread compliance  with  these  new  requirements,  the  Department 
mailed  a  copy  of  the  revised  regulations  to  each  exporter  who  had 
filed  a  boycott  report  since  January  1972.  In  addition,  copies  were 
sent  to  1,819  freight  forwarders,  626  banks  identified  as  likely  to  be 
involved  in  international  trade,  385  marine  underwriters,  and  135 
shipping  companies. 

Effect  of  the  Revisions 

In  response  to  requests  from  exporters  and  service  organizations 
for  additional  information  on  the  revised  regulations  and  the  re- 
porting requirements,  question  and  answer  seminars  were  held  in 
New  York,  N.Y.;  Newark,  N.J. ;  Hastings,  N.Y.;  Stamford,  Conn.; 
Houston  and  Dallas,  Texas;  New  Orleans,  La.;  St.  Louis,  Mo.; 
Louisville,  Ky. ;  Des  Moines,  Iowa ;  Oklahoma  City,  Okla. ;  Memphis, 
Tenn. ;  Kansas  City,  Mo. ;  Greenville  and  Charleston,  S.C. ;  Chicago, 
111.;  and  San  Francisco,  Calif.  In  most  instances,  the  seminars  were 
arranged  by  the  Department  of  Commerce  District  Offices  serving 
the  areas  concerned. 

The  publicity  efforts  and  the  December  1  revision  to  the  regula- 
tions extending  the  reporting  requirements  to  service  organizations 
resulted,  as  expected,  in  greatly  increased  reporting  to  the  Depart- 
ment. The  number  of  exporters  filing  reports  increased  from  517 
for  the  period  April-September  1975,  to  894  for  the  October  1975- 
March  1976  period.  The  number  of  transactions  reported  by  ex- 
porters increased  from  7,396  to  11,482,  and  the  number  of  restrictive 


1  For  details,  see  Export  Administration  Bulletin  No.  149  of  November  20,  1975. 
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trade  practice  requests  associated  with  these  transactions  increased 
from  10,565  to  21,360. 

In  the  period  from  December  1,  1975,  through  March  31,  1976,  370 
service  organizations  filed  reports  covering  13,228  transactions  that 
included  29,723  restrictive  trade  practice  requests. 

As  shown  in  Table  1,  exporters,  in  the  period  October  1,  1975, 
through  March  31,  1976,  reported  that  they  had  complied  with  re- 
strictive trade  practice  requests  associated  with  10,797  transactions 
with  a  total  value  of  $1,181,921,000.  Table  2  shows  that  the  vast 
majority  of  the  restrictive  trade  practice  requests  were  for  certifica- 
tions of  the  following  four  types : 

•  That  the  carrier  or  airline  was  not  blacklisted. 

•  That  the  goods  to  be  exported  were  not  of  Israeli  origin  nor 
contained  material  of  Israeli  origin. 

•  That  the  supplier,  vendor,  manufacturer,  or  beneficiary  was 
not  blacklisted  by  the  Arab  States  nor  were  they  sister  or 
mother  companies  of  a  firm  so  blacklisted. 

•  That  the  company  insuring  the  goods  being  exported  was  not 
blacklisted. 

Often,  two  or  more  restrictive  trade  practice  requests  were  trans- 
mitted in  connection  with  one  transaction.  For  example,  a  letter  of 
credit  may  require  the  exporter  to  certify  that  the  carrier  on  which 
the  goods  will  be  transported  is  not  blacklisted  by  the  Arab  States 
and  that  the  goods  are  not  of  Israeli  origin.  This  accounts  for  the 
fact  that  exporters  reported  21,316  requests  for  restrictive  trade 
practice  certifications  in  connection  with  11,482  transactions. 

Exporters  also  reported  the  receipt  of  44  questionnaires  during  the 
six  months  ending  March  31,  1976.  These  questionnaires  were  not 
related  to  a  specific  export  transaction,  but  were  designed  generally 
to  elicit  information  concerning  the  firms'  economic  relationship 
with  Israel.  Three  of  the  questionnaires  were  deemed  by  the  recipi- 
ents to  be  discriminatory  on  the  basis  of  race,  color,  religion,  sex  or 
national  origin  and  hence  were  not  complied  with  by  the  exporter, 
pursuant  to  the  provisions  of  Section  369.2  of  the  Export  Adminis- 
tration Regulations. 

Of  the  21,316  requests  for  restrictive  trade  practice  certifications 
relating  to  specific  transactions,  exporters  reported  compliance  with 
three  that  may  be  in  violation  of  the  Regulations  against  complying 
with  boycott-related  requests  that  discriminate  against  U.S.  citizens. 
These  are  being  investigated,  as  well  as  a  similar  report  filed  by  a 
bank.  All  four  involve  requests  to  certify  that  the  goods  to  be  ex- 
ported do  not  bear  a  "Star  of  David"  or  similar  symbol.  Because  of 
varying  interpretations  within  the  business  community  as  to  whether 


12    SEMIANNUAL  REPORT  UNDER  EXPORT  ADMINISTRATION  ACT 

a  "Star  of  David"  type  request  was  discriminatory  or  not  discrimina- 
tory, a  clarifying  interpretation  was  issued  in  Export  Administra- 
tion Bulletin  No.  153  on  February  10,  1976,  to  the  effect  that  such 
requests  are  deemed  discriminatory.2 

The  Bulletin  stated  that  the  interpretation  regarding  the  "Star 
of  David"  type,  request  would  be  enforced  prospectively.  The  notice 
was  published  in  the  Federal  Register  on  February  17,  1976,  which 
became  the  effective  enforcement  date.  Exporter  transactions  involv- 
ing compliance  with  the  "Star  of  David"  type  request  that  were 
completed  or  underway  prior  to  the  enforcement  date  totaled  122. 
The  "Star  of  David"  type  request  was  almost  invariably  found  on 
letters  of  credit  issued  by  banks  in  Saudi  Arabia  and  Kuwait.  Once 
U.S.  banks  became  aware  of  the  Department's  ruling  on  the  "Star 
of  David"  type  request,  they  either  refused  to  accept  the  letters  or 
returned  them  to  the  originating  bank  to  be  amended.  Part  C  of 
Table  1  gives  details  of  all  transactions  that  were  amended.  Tables 
2,  3,  and  5  give  additional  data  on  this  matter. 

Pursuant  to  its  established  policy,  the  Department  referred  each 
report  of  a  discriminatory  type  request  to  the  Departments  of  State 
and  Justice  for  appropriate  action.  In  addition,  the  Department 
referred  to  the  Department  of  Justice  106  reports  that  appeared  to 
have  antitrust  implications.  These  were  identified  by  reviewing  all 
reports  against  guidelines  furnished  by  that  Department. 

Other  Reports 

In  addition  to  the  requests  related  to  the  Arab  boycott  of  Israel, 
the  following  were  reported  to  the  Department  during  the  six-month 
period  ending  March  31,  1976 : 

Twenty-three  letters  of  credit  and  two  invitations  to  bid  originat- 
ing in  Pakistan  stated  that  imports  are  not  permitted  from  Israel, 
South  Africa,  Taiwan,  Rhodesia,  or  of  goods  originating  in  any  of 
these  countries. 

Twelve  letters  of  credit  originating  in  Pakistan  stated  that  ship- 
ment of  goods  originating  in  Israel,  South  Africa,  Taiwan,  India, 
and  Rhodesia  were  prohibited. 

Three  letters  of  credit  originating  in  India  stated  that  insurance 
with  Pakistani  or  the  Chinese  insurance  companies  is  prohibited. 

One  letter  of  credit  originating  in  Bangladesh  stated  that  goods 
financed  under  that  credit  must  not  originate  in  Israel,  South  Africa, 
Rhodesia,  and  any  country  which  is  not  a  member  country  of  the 
IBRD  except  Switzerland. 


2  For  further  details,    see   Export   Administration    Bulletin    No.    153    of   February    10, 
1976. 
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One  purchase  order  originating  in  London  for  shipment  to  Sierra 
Leone  stated  that  goods  of  Portuguese  and  South  African  origin 
are  forbidden  in  Liberia  and  Sierra  Leone. 

Two  letters  of  credit  originating  in  Romania  stated  that  the  mer- 
chandise could  be  of  any  origin  except  South  Africa,  Rhodesia,  and 
Taiwan. 

An  appendix  to  a  proposed  contract  issued  to  a  U.S.  firm  by  an 
Israeli  company  included  the  following :  "Declaration  by  the  employee 
that  he  will  abide  by  security  regulations  and  also  declaration  that 
the  employee  and  his  relatives  are  not  of  Arab  origin."  As  mentioned 
above,  the  Department  refers  all  discriminatory  request  reports  to 
the  Department  of  State  for  appropriate  action.  In  this  instance,  in 
response  to  representations  by  the  State  Department,  assurances  were 
received  that  the  request  was  made  in  error  and  does  not  represent 
the  policy  of  the  Israeli  firm  or  of  the  Israeli  Government. 

Compliance  Activities 

During  this  reporting  period,  charging  letters  were  issued  to  three 
U.S.  firms  for  alleged  violations  of  the  reporting  requirements  pur- 
suant to  Section  369.4  of  the  Export  Administration  Regulations  and 
investigations  were  initiated  into  a  number  of  other  possible  viola- 
tions.3 


3  Effective  April  30,  1976,  charging  letters  (the  initial  action  taken  by  the  Commerce 
Department  in  compliance  proceedings  setting  forth  charges  against  alleged  violators  of 
the  Export  Administration  Act)  related  to  restrictive  trade  practices  and  boycotts  will 
be  made  available  to  the  public.  This  information  had  heretofore  been  deemed  confiden- 
tial. See  Export  Administration  Bulletin  No.  158  of  June  1,  1976  for  further  details. 
(See  also  Chapter  7.) 
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CHAPTER  4 

SECURITY  CONTROLS 

Commodity  Licensing  to   the   U.S.S.R.,   Eastern   Europe,   and   the 
People's  Republic  of  China 

Applications  Approved 

License  applications  for  commodities  valued  at  $133  million  were 
approved  for  export  to  the  U.S.S.R.,  Eastern  Europe,  and  the 
People's  Republic  of  China  during  the  fourth  quarter  of  1975  and 
the  first  quarter  of  1976.  The  largest  dollar  volume  of  export  license 
approvals  was  $47.1  million  for  the  U.S.S.R.  Other  principal  ap- 
provals were  $20.7  million  for  Poland,  $16.6  million  for  Czecho- 
slovakia, $12.7  million  for  Romania,  and  $12.4  million  for  the 
People's  Republic  of  China. 

The  most  significant  commodity  approvals  (in  millions  of  dollars) 
covered  electronic  computing  equipment,  $20.4  for  the  U.S.S.R., 
$14.4  for  Czechoslovakia,  and  $12.7  for  Romania;  nonmilitary  air- 
craft and  parts,  $11.0  for  the  People's  Republic  of  China  and  $5.4 
for  Poland;  magnetic  recording  equipment,  $3.1  for  the  German 
Democratic  Republic  and  $1.3  for  Czechoslovakia. 

Applications  Denied 

During  the  fourth  quarter  of  1975  and  the  first  quarter  of  1976, 
license  applications  for  export  to  the  U.S.S.R.,  Eastern  Europe,  and 
the  People's  Republic  of  China,  valued  at  $20,596,434,  were  denied 
for  reasons  of  national  security.  The  majority  of  these  applications, 
valued  at  $20,517,544,  involved  commodities  under  international 
COCOM  security  export  control.  COCOM-controlled  commodities, 
even  though  produced  in  the  Free  World,  are  deemed  not  freely 
available  to  the  U.S.S.R.,  Eastern  Europe,  or  the  People's  Republic 
of  China  because  they  are  subject  to  uniform  controls  enforced  by 
the  COCOM  governments.  The  remainder,  valued  at  $78,890,  was 
under  unilateral  U.S.  control  and  involved  an  application  for  ex- 
port of  electron  beam  systems  to  the  German  Democratic  Republic, 
which  was  denied  because  of  its  potential  for  strategic  military 
applications. 
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Temporary  Exports  Approved 

License  applications  for  commodities  valued  at  $11.4  million  were 
approved  for  temporary  export  to  the  U.S.S.R.,  Eastern  Europe, 
and  the  People's  Republic  of  China  during  this  period. 

The  most  significant  commodity  approvals  covered  electronic 
computing  equipment  totaling  $10  million,  of  which  $4.6  million 
was  licensed  for  temporary  export  to  the  U.S.S.R.,  $2.3  million  to 
multiple  East  European  destinations,  and  $1.1  million  to  Poland. 

Temporary  Exports  Denied 

During  the  fourth  quarter  1975  and  the  first  quarter  1976,  license 
applications  for  temporary  exports  to  the  U.S.S.R.  and  Eastern 
Europe,  valued  at  $646,053,  were  denied.  All  were  under  interna- 
tional COCOM  security  export  control. 

Technical  Data  Licensing  to  the  U.S.S.R.,  Eastern  Europe,  and  the 
People's  Republic  of  China 

The  Department  approved  83  applications  for  the  export  of  un- 
published and  unclassified  technical  data  to  the  U.S.S.R.,  Eastern 
Europe,  and  the  People's  Republic  of  China.  This  compares  with 
100  approvals  in  the  previous  6-month  period,  and  72  in  the  fourth 
quarter  1974  and  the  first  quarter  1975.  No  applications  were  denied 
during  this  reporting  period. 

Also,  the  Department  approved  nine  licenses  for  the  export  of 
technical  data  to  permit  the  filing  of  foreign  patent  applications; 
three  were  for  the  U.S.S.R.,  three  for  Hungary,  two  for  Czecho- 
slovakia, and  one  for  multiple  East  European  destinations. 

CONSULTATION  WITH  THE  DEPARTMENT  OF 
DEFENSE 

Section  4(h)  of  the  Export  Administration  Act  of  1969,  as 
amended,  requires  review  by  the  Department  of  Defense  of  appli- 
cations to  export  goods  or  technology  to  all  Communist  countries, 
including  Yugoslavia.  The  Secretary  of  Defense,  in  consultation  with 
the  Secretary  of  Commerce,  is  authorized  to  determine  the  types  and 
categories  of  transactions  to  be  reviewed.  During  the  period  from 
October  1975  through  March  1976,  2,702  applications  were  processed 
for  the  export  of  commodities  and  technical  data  to  the  above- 
mentioned  destinations.  Of  this  total,  1,365  were  exempted  from 
Department  of  Defense  review  because  the  commodities  and  techni- 
cal data  were  of  types  and  categories  that  the  Department  of  De- 
fense had  determined  did  not  require  its  review. 
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The  remainder,  1,337  applications,  were  reviewed  by  the  Depart- 
ment of  Defense.  Of  these,  247  were  considered  in  the  interagency 
Operating  Committee,  of  which  the  Defense  Department  is  a  partici- 
pating member,  and  another  564  were  reviewed  under  agreed  bi- 
lateral arrangements  between  the  Departments  of  Commerce  and 
Defense  that  predate  enactment  of  Section  4(h).  The  final  526 
applications  were  reviewed  by  the  Department  of  Defense  solely  on 
the  basis  of  the  provisions  of  Section  4(h)  of  the  Export  Adminis- 
tration Act.  In  each  case,  the  Commerce  and  Defense  Departments 
concurred  in  the  licensing  action.  No  referrals  to  the  President  were 
necessary. 


Table  1. — Dollar  Value  of  Commodity  License  Applications  Processed,  Licenses 
Issued,  and  Actual  Exports  to  the  U.S.S.R.,  Eastern  Europe,  and  the  People's 
Republic  of  China,  Semiannually,  October  1963— March  1964  Through 
October  1975-March  1976 

(thousands  of  dollars) 

Semiannual  npriori  Applications         Licenses  Actual 

bemiannuai  period  processed  *  issued  2  exports  3 

October  1963  through  March  1964 434,996  427,506  211,763 

April  1964  through  September  1964 45,161  40,754  145,888 

October  1964  through  March  1965 67,487  65,845  60,936 

April  1965  through  September  1965 71,737  67,197  63,273 

October  1965  through  March  1966 90,145  87,377  107,841 

April   1966  through  September  1966 78,956  76,568  81,451 

October  1966  through  March  1967 73,232  72,464  130,744 

April   1967  through  September  1967 49,472  47,653  82,013 

October  1967  through  March  1968 65,043  64,482  98,199 

April   1968  through  September  1968 87,996  80,935  99,240 

October  1968  through  March  1969 80,262  78,849  101,802 

April   1969  through  September  1969 146,953  78,119  125,777 

October  1969  through  March  1970 135,854  134,662  175,625 

April  1970  through  September  1970' 13L,227  130,185  161,718 

October  1970  through   March  1971   119,573  107,277  214,697 

April   1971  through  September  1971 326,764  325,477  173,833 

October  1971  through  March  1972 1,406,385  1,400,219  254,366 

April  1972  through  September  1972 367,804  366,343  348,506 

October  1972  through  March  1973 270,310  269,036  872,321 

April   1973  through  September  1973 510,055  509,911  1,313,297 

October  1973  through  March  1974 70,452  62,196  1,396,381 

April   1974  through  September  1974 68,680  53,101  1,048,463 

October  1974  through  March  1975 90,868  82,098  1,083,053 

April   1975  through  September  1975 104,376  102,992  1„200,092 

October  1975  through  March  1976 l 154,054  133,458  2,353,200 

1  Beginning  with  the  period  April  1967-September  1967,  "Applications  Processed"  and 
"Licenses  Issued"  no  longer  include  applications  and  licenses  for  temporary  exports,  e.g., 
trade  fair  exhibit,  demonstration,  or  testing. 

2  Actual  exports  include  shipments  under  validated  licenses,  some  of  which  were  issued 
during  the  semiannual  period  and  others  in  previous  semiannual  periods,  as  well  as  ship- 
ments under  general  license. 

3  Beginning  with  the  period  April  1972-September  1972,  figures  in  all  three  columns 
include  the  People's  Republic  of  China.  Prior  semiannual  periods  reflect  licensing  and 
exports  for  Eastern  Europe  only. 
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Table  2. — Commodities  Licensed  for  Export  to  the  U.S.S.R.,  East  European 
Destinations,  and  the  People's  Republic  of  China  During  the  Fourth  Quarter 
1975  and  the  First  Quarter  1976  x 


Country  and  commodity 


Value  in 
dollars 


Country  and  commodity 


Value  in 
dollars 


All  Eastern  European  countries, 
the  U.S.S.R.,  and  the  Peo- 
ple's  Republic  of  China 133,457,929 

Albania: 

Magnetic  recording 

equipment     21,500 

Magnetic  tape 469 

Total 21,969 

Bulgaria: 

Pigments   and   coatings   __  138 

Organic  chemicals   70,807 

Electronic  computing 

equipment     7,513,427 

Chemical    preparations 92 

Transistors 55,862 

Integrated   circuits    791,157 

Oscilloscopes    15,270 

Semiconductors   1,008 

Numerical  control 

equipment 15,135 

Electro-medical     apparatus  33,231 

Electronic    test    equipment  17,728 

Laser    678 

Magnetic   recording  tape   _  6,263 
Magnetic   recording 

equipment 900,861 

Total    9,421,657 

Czechoslovakia: 

Organic   chemicals   ___^___  384,540 

Lubricants    632 

Inorganic    chemicals    1,687 

Fertilizers     42 

Chemical    preparations 20,337 

Radio   chemicals    700 

Resins    and    plastics    46,026 

Rubber  manufactures 22,000 

Textiles    4,711 

Electronic  computing 

equipment 14,398,795 

Communications 

equipment     23,200 

Magnetometers    5,600 

Oscilloscopes  and 

accessories     122,389 

Electronic  test 

equipment     38,060 

Photographic  film  and 

plates    810 

Musical    instruments    28,834 

Household  appliances 2,574 

Magnetic   tape    14,086 

Magnetic  recording 

equipment     1,317,909 

Nonmilitary  aircraft 

instruments     5,000 

Lasers  and   accessories   __  77,462 

Electric   lamps    998 

Electron  tubes   7,004 

Transistors     '747 

Photocells    94 

Integrated   circuits   582 

Cathode   ray  tubes 810 

Semiconductors  and 

parts  and 

accessories    27,758 

Helicopter    parts    3,300 

Electric    furnaces    78 

Bacteria    340 

Total    16,557,105 

See  footnote  at  end  of  table. 


German   Democratic  Republic: 

Organic  chemicals   44 

Resins    and    plastics    1,253 

Chemical     preparations    __  65,135 

Textiles     1,606 

Nonferrous    metals    100 

Electronic  computing 

equipment     1,893,793 

Quartz    crystals    52,650 

Transistors     225 

Integrated    circuits    2,925 

Lasers    6,810 

Electronic  test 

equipment     54,067 

Meter  parts  and 

accessories     27,600 

Magnetic  recording 

equipment     3,116,173 

Magnetic   tape 922,544 

Total    6,144,925 

Hungary: 

Organic    chemicals    410,401 

Lubricants      1,190 

Pigments    and    coatings    __  35 

Resins  and  plastics 16,298 

Chemical     preparations     __  6,508 
Electronic  computing 

equipment     7,149,563 

Communications 

equipment     25,915 

Photocells     386 

Integrated  circuits 

and    parts    100,101 

Oscilloscopes    33,420 

Electronic  test 

equipment     4,962 

Lasers     30,238 

Photographic    film    1,688 

Radio  spectrum 

analyzers     3,150 

Semiconductor  manu- 
facturing   equipment    __  260,000 
Meter  parts  and 

accessories     31,600 

Magnetic  recording 

equipment     251,340 

Magnetic   tape 24,874 

Total    8,351,669 

People's  Republic  of  China: 

Pigment   and    coating 793 

Organic    chemicals    96,179 

Electronic  computing 

equipment   55,188 

Resins    and    plastics    1 

Lasers     23,938 

Magnetic    recording 

equipment     368,104 

Magnetic   tape    29,230 

Photographic    film    12 

Communications 

equipment     206,564 

Oscilloscopes    2,335 

Fixed    wing   aircraft   11,000,000 

Meters    and    accessories    _  609,857 
Electronic  test 

equipment 55,215 

Total    _  12.447,416 
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Table  2. — Commodities  Licensed  for  Export  to  the  U.S.S.R.,  East  European 
Destinations,  and  the  People's  Republic  of  China  "During  the  Fourth  Quarter 
1975  and  the  First  Quarter  1976  1 — Continued 


Country  and  commodity 


Value  in 
dollars 


Country  and  commodity 


Value  in 
dollars 


Poland: 

Lubricants    146 

Organic    chemicals     1,262 

Inorganic    chemicals    4,680 

Chemical     preparations     __  11,773 

Resins    and    plastics    479 

Textiles     5,045 

Nonferrous    metals    158,877 

Pigments  and  coatings  __  348 
Electronic  computing 

equipment     12.677,002 

Communications 

equipment     207,994 

Electron   beam 

equipment     61,882 

Potentiometers     2,161 

Wire   and   cable   545 

Electro-medical   apparatus.  39,850 

Oscilloscopes    399,333 

Spectrum    analyzer    18,537 

Electronic    test    equipment  72,293 

Gyroscopic    equipment 44,958 

Nonmilitary    aircraft    5,363,122 

Magnetic  recording 

equipment     „__  64,711 

Magnetic  tape    1,163,424 

Lasers      39,742 

Electron    tubes     1,466 

Meter   instruments    6,780 

Photocells     875 

Semiconductors  and 

accessories   38,152 

Transistors     95,074 

Electronic    devices    6,410 

Integrated    circuits     26,295 

Amplifiers     2,088 

Photographic    film    4,440 

Generators     1,001 

Semiconductor  manu- 
facturing equipment 16,829 

Magnetometers    150,000 

Optical    elements    ■    42,571 

Underwater  detection 

equipment     8,965 

Electronic    lamps    273 

Quartz   crystals    330 

Bacteria 172 

Total    20,739,885 

Romania: 

Lubricants      4,780 

Inorganic    chemicals    1,020 

Organic    chemicals    20,803 

Electronic  computing 

equipment     7,771,902 

Resins    and    plastics    118 

Semiconductor  manu- 
facturing   equipment    __  18,295 

Communication 

equipment     381,367 

Integrated    circuits    •      27,157 


Transistors     5,904 

Electronic  test 

equipment     25,838 

Oscilloscopes  w/parts 

and    accessories    33,691 

Spectrum  analyzers 5,395 

Capacitors    154 

Photocells    3,682 

Gravity    meters    13,850 

Metalworking  machine 

tools    2,371,300 

Semiconductors   38,268 

Helicopter   parts    50,000 

Magnetic  recording 

equipment     1,869,445 

Magnetic    tape 41,534 

Total    12,684,503 

U.S.S.R.: 

Organic    chemicals    143,000 

Inorganic    chemicals    215,352 

Chemical    preparations 67,846 

Resins    and    plastics    735,928 

Textiles     8 

Rubber    manufactures    500,000 

Nonferrous   metals 355,250 

Electronic  computing 

equipment     20,373,255 

Communications 

equipment     247,506 

Oscilloscopes    and    parts    _  104,374 
Electronic  test 

equipment     14,601 

Lasers  w/accessories    551,355 

Optical    elements    4,003 

Integrated     circuits     9,581 

Transistors     18 

Metalworking  machine 

tools    1,657,227 

Electro-medical 

apparatus    450 

Generators 15,383 

Photographic   film    and 

plates    338 

Amplifiers     1,810 

Semiconductors     714 

Radio  spectrum 

analyzers     24,357 

Nonelectric    machinery 1,296 

Semiconductor  manu- 
facturing   equipment    __  1,413,097 
Electrodes  and  electrical 

carbon     1,370,000 

Meter  instruments    40,000 

Magnetic    recording 

equipment     13,708 

Magnetic   tape    437,925 

Nonmilitary    aircraft    18,790,418 

Total     47,088,800 


1  Prior  to  the  second  quarter  1967,  commodities  licensed  for  temporary  export,  such 
as  demonstration  at  a  trade  fair,  were  included  in  this  table.  Beginning  with  the  second 
quarter  1967,  commodities  licensed  for  temporary  export  are  excluded  from  this  table 
and  are  listed  in  Table  3. 
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Table  3. — Commodities  Licensed  for  Temporary  Export  to  the  U.S.S.R.,  East 
European  Destinations,  and  the  People's  Republic  of  China  During  the 
Fourth  Quarter  1975  and  the  First  Quarter  1976  1 


Country  and  commodity 


Value  in 
dollars 


Country  and  commodity 


Value  in 
dollars 


All  East  European 

Countries,  the  U.S.S.R., 
the  People's  Republic 
of  China    


and 


Bulgaria: 

Electronic  computing 
equipment     


Czechoslovakia: 

Electronic  computing 
equipment     


German  Democratic  Republic: 
Electronic  computing 

equipment     

Lasers   

Metalworking  machine 

tools    

Photocells    

Oscilloscopes    

Magnetic  recording 

equipment     

Total    


11,366,322 


59,375 


749,675 


535,860 
13,608 

65,000 

996 

13,845 

123,399 


Hungary: 

Electronic  computing 
equipment 


People's  Republic  of  China: 
Communications 

equipment 


Poland: 

Electronic  computing 

equipment 

Communications 

equipment 

Lasers   

Optical  elements 

/      Total    


752,708 


632,905 


60,000 


1,142,901 

8,825 

57,852 

2,596 

1,212,174 


Romania: 

Electronic  computing 

equipment     

Integrated  circuits 

Magnetic   tape    

Total    


21,759 

49 

1,840 


23,648 


U.S.S.R.: 

Electronic  computing 

equipment 

Lasers    

Gyroscopic  equipment 

Magnetometers    

Underwater  detection 

equipment 

Oscilloscopes    

Electronic  test  instruments 

Optical  elements 

Magnetic  recording 

equipment 

Magnetic  tape 

Electro-medical 

apparatus    

Total    " 


4,589,689 

483,533 

2,673 

41,500 

60,225 
5,200 
2,905 

27,500 

75,397 
2 

39,125 
5,327,749 


Multiple  East  European  Destinations: 
Electronic  computing 

equipment 

Spectrum  analyzer 

Electronic  test  equipment. 
Communications 

equipment 

Oscilloscopes    

Lasers   and   parts   

Magnetic  tape    

Total    


2,253,448 
14,070 
34,635 

9,944 

72,887 

162,140 

964 

2,548,088 


1  Prior  to  the  second  quarter  1967,  commodities  for  temporary  export,  such  as  demon- 
stration at  a  trade  fair,  were  included  in  Table  2. 

2  Includes  all  commodities  licensed  for  temporary  export  for  demonstration,  testing,  or 
exhibition  in  more  than  one  East  European  country  during  the  reporting  period. 

Table  4. — Exports  of  Technical  Data  Approved 

Exports  of  technical  data  relating  to  the  commodities  and  pro- 
cesses indicated  for  each  of  the  following  countries  were  approved 
during  the  Fourth  Quarter  1975  and  the  First  Quarter  1976. 


Bulgaria 

Carbon  black  removal 

Reformer  heater 

Industrial  control  instrument  production 

Heat  exchangers 

Electronic  data  processing  equipment 

Insecticide  production 

Cigarette  manufacture 
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Table  4. — Exports  of  Technical  Data  Approved — Continued 

Czechoslovakia 

Alkylate  production 
Cigarette  filter  production 

German  Democratic  Republic 

Cigarette  filter  production 
Petrochemical  processing 
Petroleum  refining 
Petroleum  cracking  unit 
Polyvinyl  chloride  production 

Hungary 

Character  drum  assembly  production 
Computer  software  package 
Polyvinyl  sheet  and  film  production 
Bipolar  disc  for  assembly 
Integrated  circuit  assembly 
Line  printer  parts  production 


People 's  Republic  of  China 


Sulfuric  acid  plant 
Detergent  production 


Poland 


Color  television  production 

Computer  software 

Manufacture  of  industrial  explosives 

Phosphoric  acid  production 

Antibiotic  production  plant 

Rubber  antioxidants 

Remodeling  copy  machines 

Caustic  soda  plant  design 

Vegetable  protein  production 

Manufacture  of  civil  aircraft  tail  skid  doors 

Manufacture  of  control  circuits 

Motor  vehicle  manufacture 

Carbon  black  production 

Production  of  cutter  blades 

Tractor  manufacture 


EXPORT  CONTROLS  27 

Poland — Continued 


Turbocharger  manufacture 

Herbicide  production 

Removal  of  carbon  dioxide  from  gas 

Mineral  block  production 

Tractor  loader  manufacture 


Herbicide  formulation 
Gas  processing  plant 


Romania 


UJSJS.R. 


Microbial  enzymes  production 

Proposal  for  digital  computer 

Manufacture  of  television  lenses 

Thyristors 

Computer  software 

Manufacture  of  sealing  quartz  flashtubes 

Copper  clad  laminates  manufacture 

Dyestuffs  production 

Pharmaceutical  production 

Beverage  can  parts  production 

Petroleum  refining 

Support  terminal  systems  bid 

Production  of  alpha  olefins 

Butadiene  production 

Gas  plant  heaters 

Commercial  aircraft  equipment 

Calculator  electronics 

Acrylic  sheet  production 

Production  of  carbon  bisulfide 

Fungicide  production 

Heat  exchangers 

Dyestuff  facilities 

Ammonia  production 

Automobile  glass  production 

Chemical  refinery  complex 

Hydrogen  production 

Photoflash  cube  production 

Ethylene  oxide  production 

Ammonia  plant 
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U.S.S.R.— Continued 

» 

Butadiene  complex 
Bisphenol  "A"  production 
Production  of  carbon  black 

Multiple  East  European  Countries 

Printed  circuit  board  production 
Heat  transfer  equipment 


CHAPTER  5 

FOREIGN  POLICY  CONTROLS 

North  and  South  Vietnam  and  Laos 

As  humanitarian  exceptions  to  the  embargo  on  Vietnam,  exports 
of  $807,760  worth  of  hospital  equipment,  drugs,  and  medicinals  and 
$389,390  worth  of  relief  commodities  were  authorized  during  the 
period  under  review. 

Because  of  the  Communist  takeover  of  Laos,  that  country  has 
been  placed  in  Country  Group  Y  for  export  control  purposes  and 
thus  will  receive  treatment  comparable  to  that  given  the  People's 
Kepublic  of  China,  the  U.S.S.R.,  and  Eastern  Europe.1 

North  Korea 

The  export  of  telecommunications  equipment  valued  at  $5,759 
for  the  embassy  of  a  friendly  foreign  government  in  Pyongyang 
was  authorized  as  an  exception  to  the  embargo  on  trade  with  North 
Korea. 

Cuba 

During  this  6-month  period,  export  licenses  and  reexport  requests 
valued  at  $5,342,715  were  approved  for  shipment  to  Cuba.  The 
authorizations  consisted  of  the  following:  Gift  parcels  valued  at 
$4,780,000  sent  to  Cuban  individuals  by  U.S.  relatives  and  friends; 
$494,975  of  automobile  maintenance  parts  for  export  to  Cuba  by 
foreign  auto  manufacturers  using  U.S.  origin  parts  and  components 
in  their  vehicles;  $39,963  to  the  Pan  American  and  World  Health 
Organizations  for  support  materials  in  their  health  programs; 
$10,732  for  automobiles  to  be  used  by  third-country  diplomatic 
missions;  $9,720  for  contraceptive  devices  furnished  under  a  United 
Nations  aid  program;  and  $7,325  for  unique  anticancer  drugs.  In 
addition,  approval  was  given  for  a  temporary  export  of  photo- 
graphic and  recording  equipment  to  be  used  by  a  news  medium  in 
recording  sports  events. 

Subsequent  to  the  modification  of  U.S.  policy  with  respect  to  the 

1  For  details,  see  Export  Administration  Bulletin  No.  155  of  April  9,  1976. 
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use  of  an  insubstantial  proportion  of  U.S.-origin  parts  and  com- 
ponents in  foreign-made  products  for  export  to  Cuba,  as  reported 
in  the  previous  semiannual  report,2  31  such  transactions  were  ap- 
proved. These  included  such  items  as  electrical  motors,  tractors, 
automobiles,  paper-converting  machinery,  film,  drugs,  orthopedic 
appliances,  fluorescent  lamps,  and  herbicides.  Fourteen  transactions 
were  denied  on  various  grounds,  such  as  the  U.S.  parts  and  com- 
ponents represented  a  substantial  portion  of  the  end-item;  the  U.S. 
parts  were  actually  discrete  items  rather  than  component  parts,  or 
the  end  product  was  strategic.  These  transactions  included  items 
similar  to  those  approved,  for  example,  vehicles  and  herbicides,  as 
well  as  strategic  commodities  such  as  navigation  systems,  video  tape 
recorders,  communication  equipment,  and  computers. 


-  Chapter   6,   112th   Report   on   U.S.    Export   Controls   to   the   President   and    the    Con- 
gress. Also,  see  Export  Administration  Bulletin  No.  150  of  November  24,  1975. 


CHAPTER  6 

SHORT  SUPPLY 

Summary 

During  the  fourth  quarter  of  1975  and  the  first  quarter  of  1976, 
crude  oil  and  energy-related  petroleum  products  continued  under 
short  supply  export  controls,  with  the  export  quotas  for  petroleum 
products  being  allocated  in  general  to  companies  with  a  history  of 
participation  in  this  trade.  During  the  reporting  period,  a  Depart- 
mental review  and  audit  was  completed  of  documentation  submitted 
by  exporting  firms  to  allow  for  adjustments  in  the  distribution  of 
export  quota  shares. 

Nitrogeneous  and  phosphatic  fertilizers  also  continued  to  be  sub- 
ject to  export  monitoring  during  the  period.  The  supply /demand 
situation,  particularly  with  regard  to  phosphatic  fertilizers,  was 
being  carefully  studied  with  the  consideration  of  possibly  discon- 
tinuing the  monitoring  requirements. 

In  connection  with  an  ongoing  review  of  the  short  supply  controls 
program,  several  revisions  clarifying  the  general  short  supply  regu- 
lations were  made  with  regard  to  such  aspects  of  the  program  as 
an  applicant's  right  to  appeal,  the  applicability  of  short  supply 
controls  to  the  Outer  Continental  Shelf,  and  the  definition  of 
"United  States"  in  the  Export  Administration  Regulations.  In  addi- 
tion, an  exception  to  petroleum  short  supply  regulations  was  estab- 
lished for  national  security  and/or  foreign  policy  reasons. 

Following  the  procedure  established  for  the  regular  identification 
and  review  of  articles,  materials  and  supplies  potentially  subject  to 
short  supply  problems,  including  consultation  with  other  agencies 
on  short  supply  export  control  and/or  monitoring  policy,  it  was 
determined  that  neither  export  demand  nor  inflationary  pressures 
had  increased  during  the  period  under  review  to  a  level  which  might 
warrant  the  imposition  of  further  export  monitoring  or  controls. 
Those  agencies  taking  part  in  these  consultations  were  the  Federal 
Energy  Administration,  the  Federal  Power  Commission,  the  Office 
of  Fuels  and  Energy  of  the  Department  of  State,  and  the  Depart- 
ment of  Agriculture. 
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PETROLEUM  AND  PETROLEUM  PRODUCTS,  INCLUDING 
SYNTHETIC  NATURAL  GAS  AND  MANUFACTURED  GAS 

Licensing  System 

The  export  of  crude  oil  and  energy-related  petroleum  products 
to  all  foreign  destinations  continued  to  be  subject  to  a  validated  ex- 
port license  requirement  during  the  fourth  quarter  of  1975  and  the 
first  quarter  of  1976,  under  rules  that  were  generally  the  same  as 
those  in  effect  during  previous  quarters.1 

Export  quotas  for  aviation  and  motor  gasoline,  gasoline  blending 
agents,  distillate  and  residual  fuel  oils,  jet  fuel  and  kerosene,  butane, 
propane,  and  natural  gas  liquids,  continued  to  represent  95  percent 
of  overall  authorized  exports,  with  the  remaining  5  percent  of  the 
quota  for  each  commodity  group  reserved  for  contingencies.  Individ- 
ual product  quotas  are  subdivided  by  country  in  order  to  preserve 
historic  trading  patterns. 

Exporters'  shares  of  country  quotas  are  allocated  on  the  basis  of 
their  past  participation  in  this  export  trade  during  a  base  period 
prior  to  the  announcement  of  controls.  The  base  period  for  calcu- 
lating exporters'  shares  of  the  country  quotas  for  butane,  propane, 
and  natural  gas  liquids  continued  to  conform  to  the  base  period 
established  by  the  Federal  Energy  Administration,  i.e.,  the  calendar 
quarter  during  the  period  April  1,  1972,  through  March  31,  1973, 
that  corresponds  to  the  current  calendar  quarter.  Thus,  the  fourth 
quarter  of  1975  corresponds  to  the  fourth  quarter  of  1972  and  the 
first  quarter  of  1976  corresponds  to  the  first  quarter  of  1973.  The 
period  from  January  1,  1971,  through  June  30,  1973,  remained  the 
base  period  for  all  other  energy-related  petroleum  products  subject 
to  quantitative  control. 

During  the  fourth  quarter  of  1975,  manufactured  gas  and  syn- 
thetic natural  gas  were  placed  under  short  supply  control.  Hereto- 
fore, these  gases  had  been  exportable  without  limitation  under  Gen- 
eral License.  As  both  these  products  can  be  used  separately  as  fuels, 
added  to  or  substituted  for  natural  gas  or  substituted  for  butane, 
propane,  or  natural  gas  liquids,  and  in  view  of  the  domestic  natural 
gas  shortage  and  the  need  to  conserve  our  limited  domestic  energy 
resources,  artificial  gases  were  added  to  the  energy  products  subject 
to  validated  export  licensing. 

Carbon  black  feedstock  oil,  which  since  the  first  quarter  of  1975 
has  not  been  subject  to  export  quota  restrictions,  remained  subject 
to  a  validated  license  requirement  for  export  during  this  period. 


1  For  details,  see  Export  Administration   Bulletin   Nos.   147   and   152  of   September   29, 
1975  and  January  7,  1976,  respectively. 
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Close  scrutiny  of  shipments  was  maintained  to  assure  that  quantities 
licensed  did  not  exceed  normal  exporter  or  country  of  destination 
trading  patterns. 

Exports  of  crude  oil  and  of  partly  refined  petroleum  continue  to 
be  subject  to  the  limitations  of  the  Mineral  Leasing  Act  of  1920,  as 
amended  by  the  Trans-Alaska  Pipeline  Authorization  Act  of  1973. 
In  addition  to  this,  a  clarification  was  inserted  in  the  Export  Ad- 
ministration Regulations  during  this  reporting  period  that  crude 
oil  and  partly  refined  petroleum  not  subject  to  the  constraints  of  the 
Alaskan  Pipeline  Act  may  be  licensed  for  export  only  after  certain 
guarantees  have  been  made  regarding  price  and  U.S.  processing 
arrangements. 

The  policy  of  considering  such  commodities  for  licensing  only 
under  these  special  circumstances  was  announced  in  Export  Admin- 
istration Bulletin  No.  147  of  September  29,  1975. 

Exporters  were  notified  of  a  clarification  of  the  Export  Adminis- 
tration Regulations  pertaining  to  potential  shipments  of  petroleum 
or  petroleum  products  from  the  Outer  Continental  Shelf.  It  is  clearly 
the  intent  of  the  regulations  that  the  definition  of  the  "United 
States"  indicates  jurisdiction  over  all  shipments  of  petroleum  and 
petroleum  products  produced  or  refined  in  such  offshore  areas. 

The  regulations  were  also  clarified  to  indicate  that  shipments  of 
petroleum  or  petroleum  products  may  be  authorized  without  regard 
to  quotas  provided  that  the  Secretary  of  State,  in  consultation  with 
the  Secretary  of  Defense,  recommends  that  such  exports  are  consist- 
ent with  the  purposes  of  the  Export  Administration  Act  (except 
crude  oil  subject  to  the  limitations  of  the  Alaskan  Pipeline  Act). 

Audit  of  Past  Participation  Statements 

A  full-scale  departmental  audit  of  documentation  submitted  by 
exporters  to  substantiate  Past  Participation  Statements  was  com- 
pleted during  this  reporting  period.  Changes  in  country  quotas  re- 
sulting from  this  audit  were  reflected  in  Export  Administration 
Bulletins  issued  during  this  period.  Exporters  who  wished  to  receive 
shares  of  quarterly  export  quotas  for  petroleum  commodities  subject 
to  quantitative  restrictions,  were  required  to  provide  documentary 
evidence  of  actual  exports  in  the  form  of  Shippers  Export  Declara- 
tions, Bills  of  Lading,  paid  commercial  invoices,  letters  of  credit, 
and  other  evidence  of  export  for  the  audit,  in  addition  to  Statements 
of  Past  Participation. 

Hardships  and  Exception  Applications 

Exporters  seeking  consideration  for  licenses  from  the  contingency 
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reserve  continued  to  be  required  to  establish  conclusively  that  the 
petroleum/petroleum  product  short  supply  c6ntrols  worked  a  unique 
hardship  on  their  operations.  In  addition,  they  were  required  to 
demonstrate  that  they  had  complied  fully  with  the  Federal  Energy 
Administration's  mandatory  allocation  regulations.  The  FEA  must 
first  determine  a  product  to  be  surplus  to  the  domestic  economy 
before  it  may  be  considered  for  possible  licensing  to  exporters  on 
grounds  of  unique  hardship. 

Denial  of  some  hardship  applications  resulted  in  appeals  by 
exporters,  according  to  published  procedures. 

Energy  Policy  and  Conservation  Act 

The  Energy  Policy  and  Conservation  Act,  enacted  December  22, 
1975,  provides  standby  authority  to  the  Secretary  of  Commerce  to 
restrict  exports  of  coal,  petroleum  products,  natural  gas,  and  petro- 
chemical feedstocks,  as  well  as  materials  or  equipment  for  explora- 
tion, production,  refining,  or  transportation  of  energy  supplies,  or 
for  the  construction  or  maintenance  of  energy  facilities  within  the 
United  States.  It  also  provides  authority  to  the  President  to  estab- 
lish rules  prohibiting  the  export  of  crude  oil  and  natural  gas  pro- 
duced in  the  United  States.  Awaiting  the  direction  of  the  President 
by  executive  order,  the  Department  has  not  taken  implementing  ac- 
tion other  than  the  continuation  of  export  controls  on  petroleum 
and  petroleum  products  under  the  authority  of  the  Export  Adminis- 
tration Act  of  1969,  as  amended. 

The  Department  conducted  a  comprehensive  review  of  the  do- 
mestic petroleum  situation,  including  consultation  with  the  Federal 
Energy  Administration,  the  Federal  Power  Commission,  and  the 
Interior  Department,  and  concluded  that  export  controls  on  crude 
oil  and  certain  energy  petroleum  products  must  be  continued  during 
the  reporting  period.  The  review  was  conducted  as  part  of  the 
Department's  responsibility  under  the  Export  Administration  Act 
to  protect  the  domestic  economy  from  the  excessive  drain  of  scarce 
materials  and  to  reduce  the  serious  inflationary  impact  which  could 
result  from  uncontrolled  exports  caused  by  foreign  demand. 

Export  Licenses  Issued 

During  the  fourth  quarter  of  1975  and  the  first  quarter  of  1976, 
no  licenses  were  issued  for  the  export  of  crude  oil.  As  in  prior  re- 
porting periods,  quantities  of  petroleum  products  licensed  under 
quantitative  export  restrictions  were  well  below  the  established 
quotas  in  all  product  categories,  as  shown  in  the  following  table: 
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Petroleum  and  Petroleum  Product  Quotas  and  Licenses  Issued  in  Fourth  Quarter 
1975  and  First  Quarter  1976 

[In  barrels] 

Fourth  Quarter  1975  First  Quarter  1976 

Aviation  gasoline 76,381  16,609  76,381  16,609 

Motor  gasoline   358,064  21,077  358,064  21,316 

Kerosene  31,115  4,465  31,115  4,465 

Jet  fuel 106,338  88,517  106,338  58,000 

Distillate  fuel  oil   668,247  77,678  668,247  72,878 

Residual  fuel   oil    3,198,345  1,324,572  3,198,345  1,117,139 

Propane/butane,    NGL   3,370,115  2,341,319  23i471fl27  2  2,262,221 

Carbon  black  feedstock  i 1,700,000  1,692,655  1,700,000  1,688,800 

Totals   9,508,605  5,566,892  9,629,617  5,241,428 

1  Approximate  historic  export  limit;  product  not  currently  subject  to  quota. 

2  Represents  the  aggregate  of  First  Quarter  1976  quotas  and  licenses  issued.  (Quotas  = 
propane  1,295,913  bbls.;  butane  210,163  bbls.;  NGL  1,965,051  bbls.  Licenses  issued  = 
propane  761,925  bbls.;  butane  60,188  bbls.;  NGL  1,440,108  bbls.) 

Source:  Office  of  Export  Administration,  U.S.  Department  of  Commerce. 

Validated  export  licenses  also  were  granted  to  permit  the  reex- 
port of  foreign-origin  commodities  stored  temporarily  in  the  United 
States  under  customs  bond  and  not  entered  for  consumption.  Since 
March  1974,  licensing  of  such  foreign-origin  commodities  in  transit 
has  been  required  to  permit  an  accurate  control  over  such  movements 
which  formerly  were  made  under  General  License  GIT.2 

Licenses  issued  during  this  period  for  foreign-origin  commodities 
in  transit  are  reflected  in  the  following-  table : 


lto 


Foreign-Origin  Petroleum  Commodities  Not  Subject  to  Quota  Limitations 
Licensed  October  1,  1975 — March  31,  1976 

(in  barrels) 

Fourth  Quarter     First  Quarter 
Commodity  1975  1976 

Aviation  gasoline 3,000  3,000 

Motor  gasoline 90,000  115,000 

Jet  fuel 30,000  30,000 

Distillate  fuel  oil 504,000  475,000 

Residual  fuel  oil 1,000,000  800,000 

Butane,  propane,  NGL 6,281                 

Source  :  Office  of  Export  Administration,  U.S.  Department  of  Commerce. 

Continuing  Need  for  and  Effectiveness  of  Controls 

At  the  end  of  the  first  quarter  1976,  the  basic  demand  for  petrol- 
eum and  petroleum  products  continued  heavy,  with  more  than  50 
percent  of  domestic  demand  for  petroleum  products  being  satisfied 
by  imports.  In  addition,  world  prices  for  petroleum  products  con- 

2  See  Part  371.4  of  the  Export  Administration  Regulations. 
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tinued  higher  than  domestic  prices,  which  in  the  absence  of  export 
controls  would  create  a  strong  export  potential  and  a  resultant  re- 
duction of  domestic  stock.  This  has  not  taken  place  as  controls  have 
been  effective  in  preventing  the  depletion  through  excessive  exports 
of  domestic  stocks,  which  remain  close  to  their  levels  of  a  year  ago. 
This  is  clear  from  the  following  table  comparing  domestic  stock 
levels  of  crude  oil  and  petroleum  products  in  March  1976  with  those 
of  a  year  earlier. 

After  consultations  with  the  Department  of  State  and  the  Federal 
Energy  Administration  it  was  concluded  that  there  was  a  continuing 
need  to  maintain  short  supply  controls  over  the  exports  of  these 
commodities.  Accordingly,  the  decision  to  continue  these  controls 
into  the  second  quarter  of  1976  was  announced  on  April  2,  1976.3 

DOMESTIC  STOCK  LEVELS 

Stock  Levels  of  Crude  Oil  and  Petroleum  Products  (March  12,,  1976)  Compared 
to  September  19,  1975,  November  21,  1975,  and  March  14,  1975 

[thousands  of  barrels] 


Crude 

Gasoline 

Jet 

Distillate 

Kerosene 

Residual 

March    14, 
September 
November 
March    12, 

1975    

19,    1975   __ 
21,    1975    __ 
1976 

._      277,160 
._      265,889 
._      268,006 
._      272,113 

248,295 
220,107 
222,151 
241,594 

29,867 
32,606 
30,624 
29,305 

167,527 
211,459 
235,128 
155,095 

14,016 
16,296 
16,823 
12,815 

63,459 
77,349 
79,777 
70,272 

Source:  API  Statistical  Bulletin. 

Stock  levels  as  of  March  12  were  lower  than  a  year  ago  in  all  cate- 
gories except  residual  stocks,  which  were  up  10.7  percent.  Distillate 
stocks  were  down  7.4  percent  and  kerosene  had  decreased  8.6  percent 
from  March  1975.  Gasoline  stocks  declined  2.7  percent,  while  crude 
and  jet  fuel  stocks  were  down  1.8  percent  and  1.9  percent  respec- 
tively. 

FERTILIZER  MONITORING 

Monitoring  System 

Formal  monitoring  of  exports  and  of  contracts  for  exports  of 
nitrogenous  and  phosphatic  fertilizers  was  continued  during  the 
fourth  quarter  of  1975  and  the  first  quarter  of  1976  on  the  same  basis 
as  previously.4  Because  the  collection  of  data  and  issuance  of  reports 
on  a  monthly  basis  had  been  introduced  prior  to  enactment  of  the 
1974  amendments  to  the  Export  Administration  Act  of   1969,   as 


3  For  details,  see  Export  Administration  Bulletin  No.  154  of  April  2,  1976. 
*  For  details  of  the  monitoring  program,  see  Export  Administration  Bulletins  Nos.  132, 
140,  and  157  of  December  18,  1974,  June  24,  1975,  and  May  28,  1976,  respectively. 
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amended,  with  their  requirement  of  weekly  collection  and  reporting, 
if  practicable,  the  question  of  frequency  of  collection  and  issuance  of 
reports  was  reviewed  in  cooperation  -with  representatives  of  the 
fertilizer  industry.  Based  on  the  results  of  this  review,  the  Secretary 
of  Commerce  determined  on  April  21,  1975,  that  the  weekly  collec- 
tion and  reporting  of  data  is  impracticable  due  to  insufficient  data 
on  this  basis,  and  that  the  collection  and  reporting  of  data  should 
continue  on  a  monthly  basis  as  in  the  past.  These  monthly  reports  of 
the  results  of  the  monitoring  program  —  which  also  include  data 
obtained  from  the  Bureau  of  the  Census  and  from  trade  sources  — 
are  published  in  the  Federal  Register  and  are  also  issued  in  the 
form  of  news  releases  to  facilitate  distribution  to  interested  presons. 

Results  of  Monitoring 

U.S.  trade  in  nitrogenous  fertilizers  indicates  that  for  the  second 
consecutive  calendar  year,  the  United  States  was  a  net  importer  of 
these  materials  on  a  nutrient  ton  basis.  The  United  States  imported 
about  1,250,000  content  tons.  Exports  of  phosphatic  fertilizers  con- 
tinue to  gain  as  a  major  export  product  and  a  significant  contributor 
towards  a  favorable  balance  of  payments.  In  1975,  the  United  States 
exported  2,065,000  content  tons  of  phosphate  rock,  compared  with 
imports  of  only  87,000  tons.  This  was  a  22  percent  increase  in  exports 
over  the  1974  level.  Data  collected  by  the  Department  of  Commerce, 
Office  of  Export  Administration,  on  contracts  for  exports  through 
the  end  of  the  first  quarter  of  1976,  indicate  that  exports  of  both 
fertilizers  probably  will  be  slightly  lower  in  1976  than  in  1975. 

Domestic  Supply,  Demand,  and  Price  Situation 

The  fourth  quarter  of  1975  found  the  United  States  with  an  im- 
proved supply  situation  for  nitrogenous  and  phosphatic  fertilizer 
despite  early  1975  projections  of  possible  shortages.  Although  U.S. 
production  of  anhydrous  ammonia  and  phosphoric  acid,  materials 
from  which  almost  all  nitrogenous  and  phosphatic  fertilizers  are 
made,  remained  unchanged  from  1974,  decreases  in  demand  from  all 
end-uses  had  reduced  inflationary  pressures  and  the  threat  of  short- 
ages, particularly  of  fertilizers. 

In  the  first  half  of  1975,  when  shortages  were  predicted,  prices  of 
fertilizers  were  near  record  highs.  This,  combined  with  the  general 
economic  downturn  and  the  low  prices  that  farmers  were,  in  turn, 
receiving  for  their  grain  caused  many  to  cut  back  on  their  usage  of 
fertilizers.  Consumption  of  nitrogen  and  phosphate  by  farmers  in 
1975  was  less  than  in  1974  as  application  rates  of  fertilizers  per  acre 
dropped  to  the  lowest  level  in  2  years. 
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Another  factor  contributing  to  an  improvement  in  the  supply  situ- 
ation, especially  for  nitrogenous  fertilizers,'  was  the  effect  of  the 
recession  on  nonagricultural  industries  as  well.  In  a  normal  year,  the 
industrial  sector  uses  about  23  to  25  percent  of  the  total  anhydrous 
ammonia  produced  for  nonf ertilizer  uses. 

Anhydrous  ammonia  is  the  product  from  which  all  nitrogenous 
fertilizer  is  made.  In  1975,  however,  the  total  consumption  of  am- 
monia by  the  industrial  sector  dropped  to  about  18  percent  of  the 
total  produced,  thereby  freeing  more  products  for  the  agricultural 
sector  and  for  inventory  buildup. 

More  than  95  percent  of  all  anhydrous  ammonia  produced  in  the 
United  States  uses  natural  gas  as  a  feedstock.  There  were  projections 
of  severe  shortages  of  natural  gas  at  the  outset  of  the  winter,  both 
for  1974  and  1975.  However,  measures  taken  by  the  Federal  Power 
Commission  —  with  an  assist  from  milder  than  normal  weather  con- 
ditions —  enabled  producers  to  operate  at  near  optimum  capacity  and 
very  little  loss  of  ammonia  production  was  experienced  due  to  the 
curtailment  of  natural  gas  to  producing  plants. 

During  1975,  the  availability  of  phosphatic  fertilizers  was  in- 
creased by  the  introduction  of  new  capacity  which  equals  about  1.5 
million  tons  of  product  on  a  nutrient  basis.  This  new  production 
capacity  will  be  adequate  to  provide  for  domestic  requirements  and 
the  demand  for  exports  for  the  next  2  to  3  years. 

The  first  quarter  of  1976,  therefore,  sees  the  United  States  with  a 
more  than  adequate  supply  of  fertilizers,  compared  to  the  same  time 
a  year  earlier.  Inventories  have  increased  and  prices  have  dropped 
to  the  level  where  present  prices,  as  quoted  by  the  trade  press,  often 
include  discounts  of  up  to  15  percent  below  the  list  price,  especially 
for  phosphatic  fertilizers. 

World  Supply,  Demand,  and  Price  Situation 

World  demand  for  fertilizers  in  crop  year  1975  (July  1,  1974- 
June  30,  1975)  did  not  reach  the  estimated  10  percent  growth  which 
had  been  forecast.  The  major  reason  for  the  decrease  in  growth  of 
demand  from  an  annual  average  of  8  percent  to  slightly  less  than  6 
percent  probably  was  prices.  With  fertilizer  prices  high  and  crop 
prices  decreasing,  farmers  in  developing  countries  could  not  afford 
to  buy  at  historic  levels  and  some  developing  countries  were  not  able 
to  purchase  at  all  due  to  a  lack  of  foreign  exchange. 

For  crop  year  1976  (July  1,  1975-June  30,  1976)  the  world  demand 
for  nitrogen  is  expected  to  be  43.9  million  metric  tons  with  world 
supply  reaching  44.1  million  metric  tons.  According  to  the  Depart- 
ment of  Agriculture,  this  "Positive  world  balance  of  supply  over 
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demand  should  continue.  However,  the  positive  balance  depends  on 
a  21-percent  increase  in  developing  country  nitrogen  production  .  .  . 
a  consumption  increase  equal  to  the  past  5  years'  average  could  again 
create  moderate  shortage  conditions.  Thus,  continuation  of  the  posi- 
tive balance  depends  heavily  on  continued  relative  softness  of  de- 
mand." 

The  consumption  of  phosphates  in  crop  year  1975  (July  1,  1974- 
June  30,  1975)  rose  less  than  4  percent  to  25.5  million  tons  of  nu- 
trient, while  the  supply  of  phosphates  rose  nearly  13  percent  to  27.8 
million  tons.  Therefore,  the  Department  of  Agriculture  estimates 
that  there  will  be  an  adequate  supply  of  phosphate  fertilizer  even  if 
there  is  an  increase  in  the  world  rate  of  demand. 

World  demand  for  potash  rose  only  3  percent  in  1975  to  22  million 
metric  nutrient  tons.  The  supply  was  23.8  million  tons.  The  potash 
balance  is  expected  to  improve  in  1976  and  1977  crop  years  and  no 
shortage  is  anticipated. 

World  prices  for  both  nitrogenous  and  phosphatic  fertilizer  have 
fallen  considerably  from  their  1975  highs.  Diammonium  phosphate 
has  dropped  to  about  $120  per  ton  in  the  first  quarter  1976,  down  from 
more  than  $400  in  first  quarter  1975.  Urea  has  fallen  from  $340  to 
about  $100  and  perhaps  lower.  Other  fertilizer  prices  which  did  not 
increase  as  rapidly  or  as  high  as  nitrogenous  and  phosphatic  fer- 
tilizer prices  have  decreased  only  slightly  to  about  $75  per  ton  from 
a  high  of  about  $90  per  ton  in  1975. 

In  retrospect,  the  actions  taken  by  some  developing  nations  during 
1974  complicated  the  shortage  situation.  Panic  buying  tended  to 
force  prices  up  and,  as  a  result,  in  1975  some  nations  found  their 
warehouses  overflowing  with  not  enough  demand  to  purchase  the 
high  price  fertilizer  nutrients. 

The  world  wide  fertilizer  situation  is  now  stable  and  the  near  term 
is  only  questionable  for  the  nitrogen  situation  until  about  1977  when 
many  new  plants  in  the  United  States  and  worldwide  become  oper- 
ational. 

Impact  of  Shortages  and/or  Price  Changes  on  the  Economy  and 
World  Trade 

With  the  economy  and  world  trade  still  experiencing  the  recessive 
effects  of  high  inflation  and  unemployment,  both  the  domestic  and 
international  markets  were  characterized  by  reduced  demand  and 
generally  abundant  supplies.  As  a  consequence,  both  domestic  and 
world  prices  dropped  to  levels  approximately  50  percent  below  their 
1974  highs. 

225-907   O  -  76  -  6 
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Actions  Taken  by  Other  Nations 

As  a  result  of  heavy  buying  during  previous  periods  of  shortage, 
which  led  to  increases  in  inventories,  some  countries  took  steps  to 
restrict  imports  temporarily  to  allow  excess  inventories  to  be  worked 
down  as  demand  fell  in  the  face  of  general  economic  downturn.  Most 
notably,  India  and  the  Philippines  placed  limits  on  the  level  of  im- 
ports of  fertilizers  in  order  to  reduce  higher  priced  stocks  on  hand. 
No  other  significant  actions  were  taken  by  other  countries. 

REVISION  OF  GENERAL  SHORT  SUPPLY  REGULATIONS 

Applicability  of  Controls  to  Outer  Continental  Shelf  /Offshore  Areas 

During  the  reporting  period  the  Export  Administration  Regula- 
tions were  modified  to  include  shipments  to  foreign  destinations  of 
commodities  from  the  Outer  Continental  Shelf  over  which  the  Fed- 
eral Government  has  jurisdiction  under  the  Outer  Continental  Shelf 
Lands  Act  as  well  as  offshore  areas  under  a  state  jurisdiction.  The 
definition  of  "United  States"  was  thus  revised  to  reflect  this  interest. 
This  subject  was  also  discussed  above,  in  the  section  dealing  with 
Petroleum  Controls. 

Exports  Made  Without  Authorization 

The  part  of  the  Export  Administration  Regulations  dealing  with 
short  supply  export  controls  was  amended  to  provide  for  the  reduc- 
tion of  cancellation  of  future  export  quota  entitlements  where  ex- 
porters have  made  unauthorized  exports  of  commodities  which  are 
under  short  supply  controls.  The  effect  of  such  unauthorized  exports 
is  to  deny  these  commodities  to  the  domestic  economy,  and  thus  frus- 
trate the  purposes  of  the  program.  In  order  to  minimize  the  adverse 
effect  of  these  unauthorized  exports,  exporters'  future  quota  entitle- 
ments will  be  reduced,  independent  of  any  compliance  action  under- 
taken. 

Similarly,  exporters  who  hereafter  file  Past  Participation  State- 
ments which,  upon  audit,  are  found  to  overstate  their  past  history  of 
exports  during  a  base  period  and  who,  as  a  consequence,  have  re- 
ceived quota  entitlements  and  have  actually  exported  quantities  of  a 
commodity  under  short  supply  control  in  excess  of  the  quantities  they 
would  have  been  authorized  to  export  had  their  Past  Participation 
Statements  accurately  reflected  their  export  history  during  the  base 
period,  will  have  their  future  quota  entitlements  adjusted  appro- 
priately to  recoup  for  the  domestic  economy  a  quantity  equal  to  that 
of  their  unwarranted  past  exports.  In  all  such  instances,  the  ex- 
porters will  be  advised  in  writing  of  such  action  and  of  the  reasons 
therefor. 
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Table  13. — Export  Prices  of  Selected  Fertilizer  Materials,  December  1975 


Commodity 


Low 


High 


Weighted 
average 


Phosphate  Rock: 

Shipments 

Remaining   contracts    . 

Ammonia: 

Shipments 

Remaining   contracts    . 

Urea: 

Shipments -___ 

Remaining    contracts    . 

Triple  superphosphate: 

Shipments 

Remaining   contracts    . 

Diammonium  phosphate: 

Shipments 

Remaining   contracts    . 


30 
30 

45 
45 

39 
37 

106 
86 

106 
99 

106 
93 

85 

151 

124 

95 
91 

146 
231 

106 
131 

122 

118 

420 
228 

151 
161 

Source:  Office  of  Export  Administration,  U.S.  Department  of  Commerce. 


Table  14. 


-Exports  and  Anticipated  Exports  of  Fertilizer  Materials, 
December  1975 


Unit  of  measure  and 

commoditiy 
area  of  destination  x 


Actual 

July-Dec. 

1975 


Unfilled  Contracts 


Jan.-Mar.      Apr-June    July-Sept.  Oct.-Dec. 
1976  1976  1976  1976 


In  content  tons 

Nitrogen  (N): 

Western  Hemisphere 

Western  Europe 

Asia    

Australia   and   Oceania 

Africa    

Phosphate  (P2O5): 

Western  Hemisphere 

Western  Europe 

Communist  Areas  in  Europe 

Asia 

Australia   and   Oceania 

Africa    


0  In  short  tons 
Ammonia:  2 

Western  Hemisphere  ___ 

Western  Europe 

Asia    

Australia  and   Oceania  . 

Africa    

Percent  exported  to 
developing  countries, 

July-Dec.   1975   

Urea: 

Western  Hemisphere  __. 

Western  Europe 

Asia    

Africa     

Percent  exported  to 
developing  countries, 

July-Dec.   1975   _ 

Ammonium  nitrate: 

Western  Hemisphere  __. 

Asia    

Australia   and   Oceania  . 

Africa     

Percent  exported  to 
developing  countries, 

July-Dec.   1975   

Ammonium  sulfate: 

Western  Hemisphere  __. 

Western  Europe 

Asia    

Africa 

Percent  exported  to 
developing  countries, 
July-Dec.  1975 


314,877 

108,571 

156,557 

1,045 

14,556 

504,500 
299,343 

29,410 

299,026 

2,796 

30,916 


83,549 
14,599 

683 
9 

652 


71.5 

132,073 
5,545 

143,414 
3,621 


96.7 

31,438 

119 

38 

252 


96.8 

404,310 

4,045 

18,401 

44 


94.1 


35,278 

33,221 

19,004 

72 

3,317 

65,912 
80,027 
21,040 
91,761 
180 
5,954 


14,274 
13,228 


1,090 

7,066 

481 


45,162 
21,802 
30,360 
26,207 


1,958 


46,992 
18,608 
30,360 
25,000 


1,958 


37,992 
4,917 


10,336 
40 


82,285 
"~2,205 


3,255 


225-907   O  -  76 
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Table  14. — Exports  and  Anticipated  Exports 

of  fertilizer  Materials, 

December  1975 

— Contin 

ued 

Unit  of  measure  and 

Actual 
July-Dec. 

Unfilled 

Contracts 

commoditiy 

Jan.-Mar. 

Apr-June    Julv-SeDt.  Oct.-Dec. 

area  of  destination  1 

1975 

1976 

1976 

1976 

1976 

Phosphoric  acid:  3 

Western  Hemisphere ,__. 

Western  Europe 

122,278 
9,736 

55,440 

42,632 

44,462 

35,462 

Asia    __ 

38  822 

14,915 

25,000 

25,000 

Australia   and  Oceania   

282 

Africa 

263 

Percent  exported  to 

developing  countries. 

July-Dec.    1975   

86.3 

Phosphate  rock  (000): 

Western  Hemisphere  _. 

1,992 

1,233 

882 

815 

288 

Western  Europe 

1,762 

551 

526 

449 

200 

Communist  areas  in 

Europe    

448 

104 

110 

110 

Asia    

1,508 

1,052 

771 

297 

72 

Percent  exported  to 

developing  countries, 

July-Dec.   1975   

37.1 

Triple  superphosphate: 

Western   Hemisphere 

371,034 

10,280 

5,500 

5,500 

5,500 

Western  Europe 

121,985 

51,900 

8,819 

29,762 

Communist  areas  in 

Europe    

63,934 

45,739 

66,000 

66,000 

Asia 

Africa 

Percent  exported  to 

99,940 

63,383 

developing  countries, 

July-Dec.   1975   .   _     ___. 

75.2 

Diammonium  phosphate  and 

other  ammonium  phosphates: 

Western   Hemisphere 

447,410 

10,515 

Western  Europe 

521,455 

125,622 

39,699 

11,000 

11,000 

Asia 

475,677 

106,689 

2,700 

Australia   and   Oceania   __ 

5,516 

403 

Africa 

68,330 

11,185 

Percent  exported  to 

developing  countries, 

July-Dec.    1975   

58.7 

Mixed  fertilizer: 

Western   Hemisphere 

66,750 

6,025 

Western  Europe  __- . 

2.334 

Asia    _   __ 

9.266 

Australia   and   Oceania   _ 

•      275 

Africa 

632 

5,512 

Percent  exported  to 

developing  countries, 

July-Dec.   1975   

54.4 

1  The  data  in  this  table  with  respect  to  "Unfilled  Contracts"  is  based  on  information  ob- 
tained from  exporters  by  the  Office  of  Export  Administration  subject  to  the  confidentiality 
provisions  of  the  Export  Administration  Act  of  1969,  as  amended.  In  a  number  of  instances 
only  one  exporter  is  involved  in  exports  of  a  stated  commodity  to  a  particular  country. 
Therefore,  the  publication  of  the  data  by  country  of  destination  could  effectively  reveal 
information  required  to  be  held  confidential.  Accordingly,  in  order  to  maintain  the  con- 
fidentiality of  the  information  supplied  by  exporters,  this  data  is  published  by  the  area 
of  destination. 

2  Includes  fertilizer  and  other  grades  of  anhydrous  ammonia. 

3  Includes  fertilizer  and  other  grades  of  phosphoric  acid  (100%  APA). 
Sources:  Actual  Exports.  Bureau  of  the  Census,  U.S.  Department  of  Commerce. 
Unfilled  Contracts:  Office  of  Export  Administration,  U.S.  Department  of  Commerce. 


Clarification  of  Submission  Dates 

To  allow  for  the  orderly  processing  of  applications  for  export 
licenses  at  the  end  and  beginning  of  quota  periods,  specific  cut-off 
dates  are  established.  The  regulations  were  amended  to  clarify  that 
the  application  must  be  physically  received  in  the  Office  of  Export 
Administration  by  the  specified  date  in  order  to  be  considered  for 
that  period  of  control.  (A  post  office  box  number  is  also  provided  for 
convenience.) 
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Appeals 

The  reference  to  appeals  from  adverse  actions  was  revised  to  make 
clear  that  the  right  to  appeal  extends  to  any  administrative  action, 
not  just  to  the  rejection  of  export  license  applications. 

ESTABLISHMENT  OF  WATCH  LIST  AND  REVIEW  OF 
COMMODITIES  POTENTIALLY  SUBJECT  TO  MONITORING 

As  noted  in  the  previous  semiannual  Export  Administration  Re- 
port, the  Department  adopted  formal  procedures  for  implementing 
the  legislative  requirement,  contained  in  Section  4  (c)(1)  of  the 
Export  Administration  Act,  for  monitoring  items  which  are,  or  may 
be,  in  short  supply,  or  whose  exports  are  having,  or  may  have,  a 
domestic  inflationary  impact.  Pursuant  to  these  procedures,  and 
based  upon  an  item-by-item  analysis  of  the  current  prospective 
supply/demand  outlook  and  price  trends  for  various  commodities  of 
importance  to  the  domestic  economy,  the  Department  established, 
during  the  period  under  review,  a  Watch  List  comprising  approxi- 
mately 36  chemicals,  16  other  materials,  and  22  other  manufactured 
items  deemed  to  be  essential  to  the  domestic  economy  and  which, 
consequently,  require  close  surveillance.  Included  in  this  Watch  List 
are  certain  items  suggested  to  the  Department  in  the  course  of  its 
consultations  with  other  agencies  (as  discussed  below) . 

The  Department  reviewed  the  individual  items  on  this  list  periodi- 
cally during  the  period  covered  by  this  report.  However,  due  to  the 
low  level  of  domestic  and  foreign  demand  for  many  items  on  this  list 
in  the  last  half  of  1974  and  in  1975,  and  a  slower-paced  economic  re- 
covery abroad,  neither  demand  nor  inflationary  pressures  applicable 
to  items  on  the  Department's  Watch  List  increased  to  a  level  during 
the  period  under  review  which  might  warrant  the  imposition  of 
export  monitoring  or  controls. 

In  order  to  facilitate  the  coordination  of  short  supply  matters  and 
to  centralize  responsibility  for  the  advance  planning  and  proper  pro- 
gramming necessary  for  the  effective  implementation  of  short  supply 
commodity  control  and  monitoring  programs,  a  Short  Supply  Divi- 
sion was  established  within  the  Office  of  Export  Administration. 
This  action  was  judged  to  be  responsive  to  Section  4(a)  (1)  of  the 
Act. 

Consultations  With  Other  Agencies 

During  the  fourth  quarter  of  1975  and  the  first  quarter  of  1976,  the 
Department  continued  to  consult  closely  with  the  Federal  Energy 
Administration,  pursuant  to  Section  5(a)  of  the  Act,  with  regard  to 
the  possible  need  for  export  monitoring  and/or  controls  over  energy- 
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related  materials,  facilities,  machinery,  or  equipment.  Although  a 
number  of  areas  were  identified  that  require  continued  close  surveil- 
lance, both  agencies  concluded  that  there  are  no  current  supply  prob- 
lems affecting  energy-related  materials,  facilities,  machinery,  or 
equipment  of  sufficient  magnitude  to  warrant  the  introduction  of 
export  monitoring  or  control  programs. 

Preliminary  consultations  also  were  held  with  the  Federal  Energy 
Administration  and  with  the  Federal  Power  Commission  with  re- 
gard to  implementation  of  Section  103  of  the  new  Energy  Policy  and 
Conservation  Act  (EPCA).  In  the  course  of  these  preliminary  con- 
sultations no  energy  materials  or  equipment  were  identified,  other 
than  natural  gas  and  those  petroleum  and  gas  commodities  already 
under  export  control  for  reasons  of  short  supply,  whose  availability 
is  so  constrained  as  to  warrant  the  introduction  of  export  controls. 

The  Federal  Energy  Administration  and  the  Department  both 
recognized,  however,  that  the  future  need  for  export  controls  and/or 
export  monitoring  of  items  contemplated  by  Section  5(a)  of  the 
Export  Administration  Act  and  by  Section  103  of  the  Energy  Policy 
and  Conservation  Act  will  depend  upon  the  extent  and  pace  of  de- 
velopment of  such  energy- related  programs  as  the  expansion  of  coal 
production,  creation  of  a  strategic  petroleum  reserve,  construction  of 
an  Alaskan  gas  pipeline,  a  de  facto  moratorium  on  the  construction  of 
nuclear  power  plants,  and  a  plethora  of  court  decisions  on  various 
energy-related  environmental  issues.  These  consultations  with  respect 
to  implementation  of  Section  103  of  the  EPCA  will  continue  during 
the  second  quarter  1976,  and  will  be  expanded  to  include  other  agen- 
cies with  particular  responsibilities  in  the  field  of  energy. 

Consultations  also  were  held  with  the  Department  of  State  and 
the  Federal  Energy  Administration  on  a  number  of  other  energy- 
related  issues  of  mutual  concern,  including  various  proposals  for  the 
exchange  of  crude  petroleum  with  Canada  in  an  effort  to  ameliorate 
the  supply  problems  affecting  various  refineries  in  the  northern  tier 
of  the  United  States,  as  scheduled  reductions  in  Canadian  crude  oil 
exports  to  this  country  take  effect.  These  consultations  also  are  ex- 
pected to  continue  during  the  forthcoming  months  as  policies  for 
dealing  with  the  numerous  supply  problems  resulting  from  the 
Canadian  decisions  are  developed. 

In  addition,  consultations  were  held  with  several  other  agencies 
with  respect  to  the  disposition  of  specific  export  license  applications 
of  special  interest  to  those  agencies. 

Finally,  close  coordination  and  consultation  with  the  Department 
of  Agriculture  continued  during  the  period  under  review,  both  with 
respect  to  grain  sales  to  the  U.S.S.R.  and  Eastern  Europe,  and  with 
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regard  to  the  preparation  of  the  following  analyses  of  the  situation 
affecting  various  agricultural  commodities  required  under  Section 
10(b)(2)  of  the  Act, 

AGRICULTURAL  COMMODITIES 

Overview 

The  supply  situation  in  the  United  States  continues  to  be  one  of 
abundance,  particularly  for  rice  and  soybeans,  where  record  world 
crops  again  are  anticipated.  The  supply  outlook  for  wheat  and  feed- 
grains  also  is  more  than  ample  to  meet  demand  at  relatively  stable 
prices.  The  conclusion  of  the  U.S. — U.S.S.R.  long-term  grains  agree- 
ment should  eliminate  much  of  the  price  fluctuation  experienced  in 
recent  years  while  assuring  a  more  orderly  market  for  U.S.  grains. 
Despite  a  small  cotton  crop  in  1975-76,  a  large  carryover  from  the 
previous  season  will  assure  adequate  supplies  in  the  current  year.  In 
1976-77,  however,  some  shortages  of  certain  grades  and  staples  may 
appear. 

Wheat. — Current  supply /demand  estimates  project  U.S.  wheat  ex- 
ports at  36.5  million  metric  tons  in  1975-76,  including  small  quantities 
of  wheat  products,5  an  increase  of  about  8.5  million  metric  tons  over 
the  level  of  the  previous  year.  Despite  the  higher  level  of  exports, 
ending  stocks  of  wheat  in  the  United  States  on  June  30,  1976,  are 
expected  to  be  approximately  11.65  million  metric  tons,6  up  slightly 
from  the  8.9  million  metric  tons  of  a  year  earlier. 

Feedgrains. — Current  supply/demand  estimates  project  U.S.  feed- 
grain  exports  at  44.3  million  metric  tons  in  1975-76.  This  represents 
an  increase  of  approximately  10  million  tons  over  the  level  of  1974- 
75.  As  in  the  case  of  wheat,  total  ending  stocks  at  the  close  of  the 
various  marketing  years  for  feedgrains  in  1975-76  are  expected  to 
increase  to  about  19.5  million  metric  tons,  compared  with  14.4  mil- 
lion metric  tons  a  year  ago. 

Rice. — Current  supply/demand  estimates  project  U.S.  rice  exports 
at  about  2.8  million  metric  tons  in  1975-76,  down  substantially  from 
the  level  of  3.16  million  metric  tons  in  1974-75.  Together  with  in- 
creased 1975  production,  the  drop  in  exports  will  result  in  a  sharp 
increase  in  ending  stocks  on  September  30,  1976  —  about  1.41  million 
metric  tons,  compared  with  .32  million  metric  tons  a  year  ago. 

Cotton. — Current  supply/demand  estimates  project  U.S.  cotton 
exports  in  1975-76  about  .75  million  metric  tons,  down  somewhat 


5  Export  projections  used  in  this  paper  are  those  released  by  USDA  on  February  18, 
1976,  and  are  approximately  the  mid-point  of  the  ranges  shown  in  the  January  26.  1976, 
issue  of  Agricultural  Supply  and  Demand  Estimates. 

6  Mid-point  of  ranges  reported  in  January  26,  1976,  issue  of  Agricultural  Supply  and 
Demand  Estimates. 
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from  the  .9  million  metric  tons  exported  in.  1974—75.  However,  a 
drastic  decrease  in  production  during  1975,  together  with  a  small  in- 
crease in  domestic  mill  consumption,  will  more  than  offset  the  de- 
crease in  exports.  As  a  result,  ending  stocks  on  September  30,  1976, 
are  expected  to  total  only  about  .85  million  metric  tons,  compared 
with  1.2  million  metric  tons  a  year  ago. 

Soybeans  and  Products. — Current  supply/demand  estimates  pro- 
ject U.S.  soybean  exports  in  1975-76  at  about  13.6  million  metric  tons, 
an  increase  of  just  over  2  million  metric  tons  from  the  level  of  1974— 
75  but  well  below  the  14.7  million  metric  tons  exported  in  1973-74. 
Domestic  use  also  is  expected  to  increase  in  1975-76  over  the  level  of 
the  previous  year,  but  the  increase  in  production  during  1975  over 
that  of  1974  will  more  than  offset  the  increase  in  total  disappearance 
and  result  in  ending  stocks  on  August  31,  1976,  of  about  9  million 
metric  tons,  up  sharply  from  the  5  million  metric  tons  a  year  earlier. 

Production  of  soybean  oil  and  soybean  meal  will,  of  course,  in- 
crease in  1975-76  over  the  levels  of  the  previous  year  in  line  with 
the  increase  in  soybean  production.  Total  disappearance  of  soybean 
oil  in  1975-76  is  expected  to  increase  slightly  over  the  1974—75  level, 
with  larger  domestic  use  more  than  offsetting  a  drop  in  exports.  End- 
ing stocks  of  soybean  oil  on  September  30,  1976,  may  be  double  the 
254,000  metric  tons  of  a  year  earlier.  Both  domestic  use  and  exports 
of  soybean  meal  are  expected  to  increase  in  1975-76  over  the  1974—75 
levels,  but  the  increase  in  production  will  mean  ending  stocks  on 
September  30,  1976,  of  about  452,000  metric  tons,  compared  with 
325,000  metric  tons  a  year  earlier. 

U.S.-U.S.S.R.  Trade  Agreement  • 

On  October  20,  1975,  the  President  announced  the  conclusion  of  a 
5-year  long-term  grains  agreement  which  will  commence  on  October 
1,  1976,  and  run  to  September  30,  1981.  Key  elements  of  this  agree- 
ment are : 

— The  U.S.S.R.  will  purchase  a  minimum  of  6  million  metric 

tons  of  wheat  and  corn  annually. 
— There  will  be  consultation  between  the  two  governments  in 
advance  of  purchases  in  excess  of  8  million  tons  of  wheat  and 
corn  in  any  crop  year. 
— The  United  States  will  facilitate  Soviet  purchases  under  the 
agreement  and  not  exercise  its  authority  to  control  shipments 
of  these  amounts,  except  that  it  may  reduce  the  quantity  to 
be  sold  in  any  one  crop  year  if  the  estimated  total  U.S.  grain 
supply  is  less  than  225  million  tons  in  that  crop  year. 
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— The  U.S.S.R.  will  endeavor  to  spread  out  its  purchases  of  ship- 
ments of  U.S.  grain  so  as  not  to  unduly  disrupt  the  U.S.  grain 
market. 

— Shipments  of  grain  under  the  agreement  are  to  be  in  accord 
with  the  U.S.— U.S.S.R.  Maritime  Agreement. 

The  agreement  is  unique  in  that  it  is  a  binding  commitment  on  the 
part  of  the  U.S.S.R.  to  buy  a  minimum  specified  amount  of  certain 
agricultural  products  from  the  United  States. 

The  agreement  has  two  principal  advantages.  First,  it  assures  the 
U.S.  producer  a  guaranteed  market  for  6  million  tons  of  grain  every 
year.  Second,  it  prevents  the  U.S.S.R.  from  depleting  U.S.  grain  sup- 
plies since  consultations  are  required  for  purchases  above  the  range 
provided  for  in  the  agreement.  These  provisions  have  a  stabilizing 
effect  on  the  U.S.  grain  market  and  will  be  instrumental  in  prevent- 
ing wild  price  fluctuations  such  as  those  that  occurred  during  1973- 
74. 

USDA  EXPORT  SALES  REPORTING  SYSTEM 

Pursuant  to  the  authority  of  Section  812  of  the  Agricultural  Act 
of  1970,  as  added  by  the  Agriculture  and  Consumer  Protection  Act 
of  1973,  exporters  of  wheat  and  wheat  flour,  feed  grains,  cotton,  oil- 
seeds, and  certain  products  thereof,  have  been  required  since  October 
1973  to  submit,  weekly,  certain  information  regarding  their  export 
sales.  The  Secretary  of  Agriculture  has  the  authority  to  designate 
additional  agricultural  commodities  for  export  sales  reporting.  Under 
this  authority,  the  Secretary  also  has  required  weekly  reports  of 
export  sales  of  rice.  Under  special  circumstances  prescribed  by  the 
Act,  the  Secretary  may  require  the  submission  of  reports  on  a 
monthly  basis,  instead  of  weekly.  Since  institution  of  the  program, 
however,  these  reports  have  been  received,  compiled,  and  published 
weekly. 

The  Act  also  authorizes  the  Secretary  of  Agriculture  to  require  any 
information  on  export  sales  of  the  products  covered  by  the  Act  "at 
such  times  as  he  may  request."  In  accordance  with  this  authority,  in 
September  1974  the  Secretary  of  Agriculture  instituted  a,  proce- 
dure under  which  exporters  were  required  to  report  daily  export 
sales  of  wheat,  feed  grains,  soybeans,  soybean  oilcake,  and  meal. 
Under  this  system,  exporters  must  report  daily  export  sales  of  100,000 
metric  tons  or  more  of  any  one  commodity  to  one  destination  in  a 
single  day,  or  if  the  cumulative  quantity  of  any  one  commodity  to 
one  destination  totals  200,000  metric  tons  or  more  in  <any  one  week. 
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The  Export  Sales  Reporting  System  is  designed  to  provide  the 
general  public  and  the  Government  with  timely  and  accurate  infor- 
mation on  the  status  of  U.S.  export  sales  and  shipments.  The  infor- 
mation gathered  is  useful  in  the  formulation  of  Government  agricul- 
tural export  policies  and  programs.  It  also  is  useful  to  farmers, 
domestic  processors,  and  exporting  organizations  in  making  their 
own  decisions. 

WHEAT 

Domestic  Supply 

The  1975  wheat  production  in  the  United  States  reached  an  all- 
time  record  of  2.1  billion  bushels,  up  300  million  bushels  from  1974. 
For  1976,  planted  acreage  is  projected  at  75.1  million  acres,  compared 
with  71.4  million  acres  for  a  year  ago.  The  domestic  supply  for  the 
1975-76  season  was  estimated  at  2,463  million  bushels ;  domestic  con- 
sumption is  projected  in  a  range  of  from  672  to  697  million  bushels, 
and  exports  from  1,275  to  1,325  million  bushels.  This  leaves  an  ex- 
pected carryover,  as  of  June  30,  1976,  ranging  from  466  to  491  million 
bushels,  up  substantially  from  the  327  million  bushel  ending  stocks 
on  June  30, 1975  (Table  1). 

World  Supply 

As  of  the  end  of  March  1976,  world  wheat  production  in  1975-76 
is  estimated  at  around  340  million  metric  tons,  down  more  than  10 
million  metric  tons  from  last  year.  The  decline  is  attributable  mainly 
to  the  poor  crop  in  the  U.S.S.R,  that  is  estimated  at  65  million  metric 
tons,  compared  with  83.8  million  metric  tons  last  year.  World  wheat 
stocks,  which  were  expected  to  show  a  modest  increase,  are  projected 
to  reach  only  51  million  metric  tons,  down  4.9  million  metric  tons 
from  1974-75.  However,  wheat  stocks  in  the  United  States  are  pro- 
jected to  increase  by  4.2  million  metric  tons  during  the  rest  of  the 
season  (Table  2). 

U.S.  Exports 

The  U.S.  monthly  exports  of  wheat  (excluding  flour)  since  the 
start  of  the  1975-76  marketing  season  were,  according  to  the  Bureau 
of  the  Census : 
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Thousand 
1975  metric  tons 

July 2,721 

August  3,033 

September  3,428 

October 3,368 

November 3,228 

December 2,517 

1976 

January   2,505 

February 1,973 

March 2,105 

Total 24,878 

Annual  rate 33,168 

USDA  projection  (not  including  products) 34,290 

Export  sales  at  the  end  of  March  1976  (for  the  July  1,  1975-June 
30,  1976  season)  totaled  around  30  million  tons,  not  including  op- 
tional origin  sales  of  909,000  tons.  The  following  table  indicates  ex- 
port sales  commitments  (cumulative  exports  plus  outstanding  sales) 
as  of  March  28, 1976,  by  destination : 

Thousand 
Wheat  metric  tons 

EC-9   2,443.0 

Other  Western  Europe 171.1 

Eastern  Europe 1,911.5 

U.S.S.R.   3,830.7 

Japan 3,169.6 

People's  Republic  of  China — 

India   . 4,405.5 

Bangladesh    557.0 

South  Korea 1,312.2 

Pakistan  692.5 

Egypt    748.4 

Brazil    2,691.0 

All  others 7,944.7 

Total  world 29,877.2 

Optional  origin 909.8 

Source  :  U.S.  Department  of  Agriculture. 

Impact  on  Domestic  Economy 

As  in  world  markets,  domestic  prices,  for  the  most  part,  were 
fairly  stable  throughout  most  of  1975,  peaking  in  October,  which 
coincides  with  the  height  of  Soviet  purchases.  During  the  first  quar- 


January 

4.42 

3.93 

February   

March     _   

4.21 

3.96 

4.18 
3.82 

April    

May 

3.92 

.      3.57 

June    _ 

3.47 
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ter  of  1976,  wheat  price  fluctuations  largely  reflected  crop  uncer- 
tainties resulting  from  drought  conditions  in  the  southwestern  Great 
Plains.  The  following  tabulation  shows  average  monthly  export 
prices  for  #2  hard  red  winter  ordinary  wheat,  in  dollars  per  bushel, 
as  shipped  from  Gulf  Ports  in  1975-76. 

1975  1976  1975  1976 

July 3.98  

August   4.37  

September    4.35  

October    4.46  

November 4.09  

December   3.91  

Source:  Grain  Marketing  News,  U.S.  Department  of  Agriculture. 

World  Trade 

With  the  1975-76  world  wheat  market  being  characterized  by  rela- 
tively stable  prices  and  high  demand,  world  exports  of  wheat  in 
1975-76  are  expected  to  total  around  75  million  metric  tons,  about  3 
million  metric  tons  more  than  last  year  and  just  under  the  record 
level  set  in  1972-73.  Total  exports  of  the  four  major  competitors 
(Argentina,  Australia,  Canada,  and  the  United  States)  are  pro- 
jected at  8  million  metric  tons  above  a  year  ago.  The  role  of  the 
U.S.S.R.  in  1975-76  world  wheat  trade  once  again  has  been  dramatic. 
Total  imports  of  wheat  to  the  U.S.S.R.  have  jumped  from  2.5  mil- 
lion metric  tons  in  1974-75  to  a  projected  14  million  metric  tons  in 
1975-76.  Although  a  very  important  increase,  it  is  less  than  was 
projected  earlier.  Of  this  year's  total  U.S.S.K.  wheat  purchases, 
about  4.4  million  tons  are  expected  to  come  from  the  United  States. 

Action  Taken  by  Other  Countries 

The  major  actions  taken  by  other  producing  countries  during  the 
1975-76  marketing  year  were  those  taken  by  the  European  Commun- 
ity (EC)  and  Canada.  The  EC  1976  wheat  (nondurum  bread  type) 
target  price  and  intervention  (support)  prices  were  raised  by  9  per- 
cent and  4  percent,  respectively.  The  bread  wheat  target  price  in  the 
EC  will  average  around  $5.35  per  bushel.  This  action  was  taken 
largely  in  response  to  EC  grain  producer  interests  who  argued  that 
inflation  necessitated  such  big  increases.  The  increases  of  the  past 
years  have  been  facilitated  by  the  big  increases  in  world  price  levels. 

The  Canadian  Government  increased  the  initial  guarantee  payment 
price  to  wheat  growers  to  $3  per  bushel ;  last  year's  initial  price  was 
$2.25  per  bushel.  The  Canadian  Government  is  once  again  calling 
for  increased  wheat  production.  The  higher  initial  price  is  expected 
to  generate  a  significant  increase  in  1976  wheat  acreage. 
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Table  1. — Wheat: 

U.S. 

Supply— 

-Disposition, 
Crop  Years 

1973-74  Through 

1975-76 

Item 

1973-74 

1974-75 

1975-76 

Acreage  (million  acres): 
Set-aside 

7.4 
59.0 
53.9 
31.7 

0 
71.4 
65.6 
27.4 

0 

Planted 

Harvested    

Yield  per  harvested  acre 

(bushels) 

s 

75.1 
69.7 
30.6 

Million  bushels 

Supply: 

July  1  beginning  stock 

438 

1,705 

4 

247 

1,796 

2 

327 

2,134 

Imports    

2 

Total  

2,147 

2,045 

2,463 

Consumption: 

Domestic  

Exports 

752 

1,148 

679 
1,039 

672-    697 
1,275-1,325 

Total  

Ending  stocks 

1,900 
247 

1,718 
327 

1,997-1,972 
466-    491 

Source:  U.S.  Department  of  Agriculture 

Table  2. — Wheat  and  Wheat  Flour:  World  Trade,  Production,  Stocks,  and 
Consumption  for  1972-73,  1973-74,  1974-75,  and  Forecast  Levels  for 
1975—76  Years,  Beginning  July  1 

[in  million  metric  tons] 


Country  or  region 


1972-73 


1973-74 


1974-75 


Projected  for 
1975-76  (as  of 
March  8,  1976) 


Exports: 

Canada    15.6 

Australia   5.6 

Argentina    3.4 

Competitor  subtotal 

W.  Europe  (excluding  intra  EC-9) 

U.S.S.R.     

All  others  

Total    non-U. S.    

U.S.A.* 

World   total    

(World  total  including  intra  EC-9) 
Imports: 
W.  Europe  (excluding  intra  EC-9)  __  8.2 

U.S.S.R.     14.9 

Japan 5.5 

E.  Europe 4.6 

China,   People's  Republic  of 5.3 

All  others  28.9 

World  total   67.4 

(World  total  including  intra  EC-9)--  (72.7) 

Production:  3 

Canada    14.5 

Australia   6.6 

Argentina    6.9 

W.    Europe    51.4 

U.S.S.R.     86.0 

E.   Europe 30.7 

India     26.4 

All   other  foreign 75.4 

Total  foreign 297.9 

U.S.A. ~       42.0 

World  total    339.9 

See  footnotes  at  end  of  table. 


11.7 

11.2 

13.0 

5.4 

8.2 

8.5 

1.1 

2.2 

3.5 

24.6 

18.2 

21.6 

25.0 

6.9 
1.3 
2.8 

5.8 
5.0 
2.1 

8.5 
4.0 
1.6 

8.2 
0.5 
1.2 

35.6 

31.1 

35.7 

34.9 

31.8 

31.1 

28.0 

2  35.1 

67.4 

62.2 

63.7 

70.0 

(72.7) 

(68.7) 

(68.1) 

(75.4) 

6.3 

4.4 
5.4 
5.3 
5.6 
35.2 


62.2 


(68.7) 


16.2 
11.9 
6.6 
50.8 
109.8 
31.5 
24.7 
70.3 


6.3 
2.5 
5.4 
4.8 
5.7 
39.0 


63.7 


(68.1) 


13.3 
11.3 
6.0 
56.6 
83.8 
34.1 
22.1 
75.5 


321.8 


302.7 


46.4 


48.8 


368.2 


351.5 


6.4 
14.0 
5.7 
5.0 
2.5 
36.4 


70.0 


(75.4) 


17.1 
11.7 
8.0 
48.5 
65.0 
29.0 
24.2 
79.6 


283.1 


58.1 


341.2 
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Table  2. — Wheat  and  Wheat  Flour:  World  Trade,,  Production,  Stocks,  and 
Consumption  for  1972-73,  1973-74,  1974-75,  and  Forecast  Levels  for 
1975—76  Years,  Beginning  July  1 — Continued 

[in  million  metric  tons] 

Projected  for 
Country  or  region  1972-73         1973-74         1974-75       1975-76  (as  of 

March  8,  1976) 

Consumption:  4C 

U.S.A. 21.4                 20.5                 18.5                   2 18.6 

U.S.S.R.5    99.6               100.2                 89.2                     82.0 

PRC 36.9                 35.8                 38.2                     37.0 

All   other  foreign   _ 203.6 206.5 206.7 208.5 

World   total    361.5               363.0               352.6                   346.1 

Stocks,  ending:  6 

World    total    51.8  57.0  55.9  51.0 

1  Includes  transshipments  through  Canadian  ports;  excludes  products  other  than  flour. 

2  U.S.  trade  and  consumption  projections  for  1975-76  are  midpoints  of  the  official  range 
estimates. 

3  Production  data  include  all  harvests  occurring  within  the  July-June  year  shown,  except 
that  small  grain  crops  from  the  early  harvesting  Northern  Hemisphere  areas  are  "moved 
forward";  i.e.,  the  May  1975  harvests  in  areas  such  as  India,  North  Africa,  and  southern 
United  States  are  actually  included  in  "1975-76"  accounting  period,  which  begins  July  1, 
1975. 

*  Consumption  data  are  based  on  an  aggregate  of  differing  local  marketing  years.  For 
countries  for  which  stocks  data  are  not  available  (excluding  the  U.S.S.R.)  consumption  esti- 
mates represent  "apparent"  consumption,  i.e.,  they  are  inclusive  of  annual  stock  level  ad- 
justments. 

5  "Bunker  weight"  basis:  not  discounted  for  excess  moisture  and  foreign  material. 

6  Stocks  data  are  based  on  an  aggregate  of  differing  local  marketing  years  and  should 
not  be  construed  as  representing  world  stock  levels  at  a  fixed  point  in  time.  Stocks  data 
are  not  available  for  all  countries  and  exclude  those  such  as  the  People's  Republic  of 
China  and  parts  of  Eastern  Europe;  the  world  stock  levels  have  been  adjusted  for  estimated 
year-to-year  changes  in  U.S.S.R.  grain  stocks,  but  do  not  purport  to  include  the  entire 
absolute  level  of  U.S.S.R.  stocks. 

Source:  U.S.  Department  of  Agriculture. 

FEEDGRAINS 

Domestic  Supply 

The  U.S.  feedgrains  supply  situation  for  this  crop  year  and  the 
outlook  for  1976-77  greatly  improved  over  the  last  season.  Farmers 
plan  to  seed  126  million  acres  to  feedgrains.  almost  3  million  acres 
above  that  of  1975-76.  This  total  includes  80.8  million  acres  of  corn, 
4  percent  above  a  year  ago ;  18.6  million  of  sorghum,  up  2  percent ; 
9.5  million  of  barley,  the  same  as  last  year ;  and  17.1  million  of  oats, 
2  percent  below  a  year  ago. 

With  normal  planting,  growing,  and  harvesting  conditions,  this 
year's  domestic  feedgrain  crop  should  total  around  200  million  metric 
tons,  18  million  metric  tons  over  1975.  Even  with  a  recovery  in 
domestic  consumption,  which  has  slumped  because  of  high  prices 
during  the  past  2  years,  a  sizable  recovery  in  stocks  is  expected; 
stocks  at  the  end  of  1976-77  are  projected  at  around  28  million  tons, 
the  highest  since  1973-74  (Table  1) . 

World  Supply 

World  feedgrain  output  is  projected  up  in  1975-76  at  582.1  million 
metric  tons,  about  3  percent  above  last  year's  relatively  good  crop, 
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but  still  short  of  the  608.5  million  metric  ton  record  set  in  1973-74. 
A  new  record  would  have  been  established  in  1975  had  it  not  been 
for  a  30  million  ton  shortfall  in  the  U.S.S.E. 

Foreign  import  demand  for  feedgrain  is  expected  to  be  a  record 
high  of  72.2  million  metric  tons  in  1975-76,  due  to  the  sharp  rise  in 
U.S.S.E.  import  needs  of  nearly  13  million  metric  tons.  World  feed- 
grain  stocks,  however,  are  expected  to  be  little  changed  by  the  end 
of  the  1975-76  season. 

World  stocks  will  remain  relatively  low  this  season  as  foreign  de- 
mand for  feedgrains  is  expected  to  continue  to  be  strong  in  1976-77 
and  livestock  and  feed  usage  is  expected  to  make  some  recovery.  With 
an  anticipated  record  world  production  of  feedgrain,  however,  a  siz- 
able building  of  stocks  should  occur  by  the  end  of  the  1976-77  season 
(Table  2). 

U.S.  Exports 

The  U.S.  monthly  exports  of  the  two  major  feedgrains,  corn  and 
sorghum,  since  the  start  of  the  1975-76  season,  in  thousands  of 
metric  tons,  were,  according  to  the  Bureau  of  the  Census : 

Month  Corn  Sorghum 

October 3,368  383 

November 4,198  587 

December    3,881  640 

January    3,493  711 

,    February 3,467  483 

March    I 3,277  533 

Total   21,684  3,337 

Annual  rate 42,768  6,694 

USD  A  projection 

(not  including  products)   ___         39,370  6,985 

Analysis  of  world  demand  for  the  full  1976-77  season  indicates 
that  the  rate  of  shipments  will  slow  later  in  the  season.  The  export 
commitment  (exports  plus  sales)  for  corn  and  sorghum  at  the  end 
of  March  1976,  in  thousands  of  metric  tons,  were,  according  to  the 
U.S.  Department  of  Agriculture  : 

Country  Corn  Sorghum 

EC  6,472.3  670.7 

Spain 1,588.7  — 

Other  Western  Europe 1,035.7  214.7 

Eastern  Europe 3,433.1  269.1 

U.S.S.E.   7,375.6  — 
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Country  Corn  Sorghum 

Japan 4,421.9  1,818.9 

India   —  549.6 

People's  Republic  of  China —  — 

Mexico 934.5  — 

All  others 4,059.1  834.7 

Total  world 29,320.9  4,357.7 

Optional  origin 2,286.6  424.1 

Impact  on  Domestic  Economy 

In  the  first  quarter  of  1975,  corn  prices  continued  a  general  down- 
ward trend.  U.S.  corn  export  prices  have  remained  under  $3.00  per 
bushel  since  October  1975.  Other  feedgrain  prices  have  experienced 
parallel  general  declines.  The  following  tabulation  shows  the  aver- 
age monthly  export  prices  for  corn,  in  dollars  per  bushel,  as  shipped 
from  Gulf  ports  in  1975  and  1976 : 

1975  1976  1975  1976 

January 3.31  2.85           July     3.22                

February   3.18  2.94           August   3.46                 

March     3.13  2.85           September    3.13                 

April    3.10  October    3.13  

May     2.94  November 2.85  

June    3.07  December   2.81  

Source:  Grain  Marketing  News,  U.S.  Department  of  Agriculture. 

World  Trade 

Total  world  imports  of  feedgrains  in  1975-76  are  expected  to 
reach  a  record  level  of  81.3  million  metric  tons,  compared  with  69.5 
million  metric  tons  in  1974-75.  The  most  dramatic  increase  will  oc- 
cur in  the  U.S.S.R.  where  feedgrains  imports  are  projected  at  13 
million  metric  tons,  compared  with  2.7  million  metric  tons  in  1974- 
75.  This  large  import  requirement  reflects  the  sharp  falloff  in 
U.S.S.R.  feedgrain  production  which  at  65  million  tons  in  1975  was 
30  million  tons  below  a  year  earlier.  U.S.  exports  of  feedgrains  are 
projected  up  over  11  million  metric  tons  from  last  year.  The  world's 
other  major  exporters  (with  the  exception  of  Argentina)  also  will 
have  increased  exports  during  1975-76  or,  at  least,  remain  at  1974-75 
levels  (Table  2). 

Actions  Taken  by  Other  Countries 

Major  actions  taken  by  other  producing  countries  during  the  1975- 
76  marketing  year  were  as  follows : 

The  European  Community  raised  corn  target  and  intervention 
(support)  prices  for  the  1976-77  season  by  9  percent  and  8.5  percent, 
respectively ;  comparable  barley  prices  were  raised  by  8.5  percent  and 
4.5  percent,  respectively.  The  increases  will  encourage  domestic  pro- 
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duction  but  retard  consumption  — all  at  the  expense  of  imports.  The 
price  increases  for  feedgrains  were  relatively  larger  than  for  wheat ; 
this  is  in  line  with  the  EC  policy  of  moving  toward  a  grain  price 
structure  based  on  feeding  values. 

The  Argentine  Government  announced  it  will  end  the  3-year  state 
trading  monopoly  for  feedgrains  (and  wheat)  and  return  domestic 
and  export  marketing  activities  to  private  hands,  beginning  with  the 
1976-77  season.  Significant  increases  also  were  added  to  grain  support 
prices  in  an  effort  to  encourage  domestic  production  and  export  avail- 
abilities. The  support  levels  for  1976  crops  were  increased  by  600 
percent  above  last  year's  levels  while  the  rate  of  inflation  during  the 
past  year  has  been  about  400  percent. 

Brazil  also  raised  support  prices  to  corn  producers.  In  December 
1975  the  support  price  was  raised  to  the  equivalent  of  around  $2.88 
per  bushel,  compared  with  a  level  of  around  $2  per  bushel  after  the 
harvest  in  the  spring  of  last  year. 

Table  1.- — Feed  Grains  *  (includes  corn,  sorghum,  oats,  and  barley)  : 
U.S.  Supply — Disposition,  1973-74  Through  1975-76  Crop  Years 

Item  1973-74  1974-75  1975-76 

Acreage  (million  acres): 

Set-aside   9.4  

Planted    121.5                        122.4  123.1 

Harvested   102.3                       100.6  104.8 

Yield  per  harvested  acre  (tons) 2.00                         1.64  1.93 

Million  metric  tons 

Supply: 

Beginning    stocks    ___ _ 32.4  22.2  15.8 

Production    205.0  165.3  202.4 

Imports    .2  .5  .5 

Total     237.6  188.0  218.7 

Consumption: 

Feed 153.3  115.0  123.4-131.7 

Feed,  ind.  seed 17.7  18.0  18.5 

Total  domestic 171.0  133.0  141.9-150.2 

Exports    44.4  39.2  54.6-  50.0 

Total     215.4  172.2  196.5-200.2 

Ending  stocks  22.2  15.8  22.2-  18.5 

1  Marketing  year  beginning  October  1  for  corn  and  sorghum,  July  1  for  barley  and  oats, 
Source:  U.S.  Department  of  Agriculture. 

Table  2. — Feedgrains:  World  Trade,  Production,  Stocks,  and  Consumption  for 
1972-73,  1973-74,  1974-75,  and  Forecast  Levels  for  1975-76  Years, 
Beginning  July  1 

[in  million  metric  tons] 

Country  or  region 

Exports:  * 

Canada    4.0                  2.7  2.6  3.7 

Australia   1.6                   1.9  2.9  3.2 

Argentina    4.2                  8.2  8.5  5.6 

South    Africa,    Republic    of    3.3                   0.5  3.5  3.5 

Thailand    1.1 23 2^2 2.6 

Competitor  subtotal "       14.2 15.6  19.7  18.6 

See  footnotes  at  end  of  table. 


Projected  for 

1975-76 

Preliminary 

As  of 

Country  or  region 

1972-73 

1973-74 

1974-75 

March  8,  1976 
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Table  2. — Feedgrains:  World  Trade,  Production,  Stocks,  and  Consumption  for 
1972-73,  1973-74,  1974-75,  and  Forecast  Levels  for  1975-76  Years, 
Beginning  July  1 — Continued 

[in  million  metric  tons] 


Country  or  region 

1972-73 

1973-74 

Preliminary 
1974-75 

Projected  for 

1975-76 

as  of 

March  8,  1976 

W.  Europe  (excluding  intra  EC-9)  __ 
All  others  

4.1 
3.8 

3.7 
4.7 

3.9 
4.6 

2.7 
5.1 

Total   non-U. S.   

22.1 

24.0 

28.2 

26.4 

U.S.A.*   

35.4 

43.6 

34.2 

45  8 

World  total   

57.5 

67.6 

62.4 

72.2 

(World  total  including  intra  EC-9)__ 

(63.8) 

(77.6) 

(69.5) 

(81.3) 

Imports: 

W.  Europe  (excluding  intra  EC-9)  __ 
Japan _ 

21.3 

11.9 

5.9 

5.0 

13.4 

24.8 

14.0 

6.1 

3.5 

19.2 

26.0 

13.1 

2.7 

6.1 

14.5 

26.4 
13  2 

U.S.S.R.  

13  0 

E.   Europe  

All  others   

7.2 
12.4 

World  total  

57.5 

67.6 

62.4 

72.2 

(World  total  including  intra  EC-9)__ 

(63.8) 

(77.6) 

(69.5) 

(81.3) 

Production:34 

Canada    _ 

18.8 

3.6 

15.7 

4.5 

1.4 

70.4 

80.4 

55.2 

127.8 

18.4 

4.7 

17.0 

11.9 

2.5 

96.5 

82.8 

54.0 

134.1 

15.8 

4.6 

12.7 

10.2 

2.7 

96.8 

84.1 

54.8 

141.0 

18  1 

Australia 

6  0 

Argentina 

12  0 

South    Africa,    Republic    of    

Thailand    

U.S.S.R. 

9.5 

3.3 

65.0 

W.    Europe   _   _  _  _         

80  7 

E.  Europe       __  _     

56.6 

146.8 

Total    foreign 

377.8 

421.9 

422.7 

398.0 

U.S.A. __ 

182.0 

186.6 

150.5 

184.1 

World  total   

559.8 

608.5 

573.2 

582.1 

Consumption:35 

U.S.A. 

157.9 
75.4 
35.8 

308.4 

155.7 
99.3 
40.4 

315.6 

121.2 

100.8 

42.7 

314.7 

«  133.0 

U.S.S.R.7    __.         .       

81.0 

PRC    

All  other  foreign   

43.8 
325.2 

World  total   

577.5 

611.0 

579.4 

583.0 

Stocks,  ending:  3  8 

World  total 

56.0 

53.5 

47.3 

46.4 

1  Corn,,  barley,  oats,  and  sorghum,  excluding  products. 

2  Includes  transshipments  through  Canadian  ports  but  excludes  products. 

3  Rye,  corn,  barley,  oats,  and  sorghum. 

*  Production  data  include  all  harvests  occurring  within  the  July-June  indicated,  except 
that  small  grain  crops  from  the  early  harvesting  Northern  Hemisphere  areas  are  "moved 
forward;"  i.e.,  the  May  1975  harvests  in  areas  such  as  India,  North  Africa,  and  southern 
United  States  are  actually  included  in  "1975-76"  accounting  period,  that  begins  July  1, 
1975. 

5  Consumption  data  are  based  on  an  aggregate  of  differing  local  marketing  years.  For 
countries  for  which  stocks  data  are  not  available,  (excluding  the  U.S.S.R.)  consumption 
estimates  represent  "apparent"  consumption,  i.e.,  they  are  inclusive  of  annual  stock 
level  adjustments. 

6  U.S.  consumption  projections  for  1975-76  are  midpoints  of  the  official   range  estimates. 

7  "Bunker  weight"   basis:  not  discounted  for  excess   moisture  and   foreign   material. 

8  Stocks  data  are  based  on  an  aggregate  of  differing  local  marketing  years  and  should 
not  be  construed  as  representing  world  stock  levels  at  a  fixed  point  in  time.  Stocks  data 
are  not  available  for  all  countries  and  excludes  those  such  as  the  People's  Republic  of 
China  and  parts  of  Eastern  Europe;  the  world  stock  levels  have  been  adjusted  for  estimated 
year-to-year  changes  in  U.S.S.R.  grain  stocks,  but  do  not  purport  to  include  the  entire 
absolute  level  of  U.S.S.R.  stocks. 

Source:  U.S.  Department  of  Agriculture. 
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RICE 

Domestic  Supply 

U.S.  supplies  of  rice  are  more  than  sufficient  to  meet  both  domestic 
and  export  demand.  The  1975-76  harvest  is  now  estimated  at  5.8 
million  metric  tons,  approximately  700,000  metric  tons  over  last  year. 
The  1975-76  consumption  estimates  reflect  a  slight  increase  in  the 
level  of  domestic  use,  but  a  significant  decline  in  the  volume  of  ex- 
ports. These  changes  would  result  in  ending  stocks  increasing  from 
7.1  to  34.2  million  cwt.  (rough  rice),  as  shown  in  Table  2. 

World  Supply 

World  production  for  1975-76  is  estimated  at  just  over  350  million 
metric  tons,  7  percent  higher  than  last  year's  bumper  crop.  The  main 
reasons  for  this  increase  are  exceptionally  good  monsoons  in  Asia, 
increased  use  of  high  yielding  varieties,  and  a  record  U.S.  crop, 
which  mainly  reflect  increased  acreage  planted.  World  production, 
trade,  and  U.S.  stocks  for  1973-74,  1974-75,  and  projections  for 
1975-76,  are  shown  in  Table  3. 

U.S.  Exports 

U.S.  rice  exports  during  the  first  7  months  of  the  1975-76  season, 
in  metric  tons,  were,  according  to  the  Bureau  of  the  Census : 

August 99,733 

September 73,725 

October 135,564 

November 109,499 

December 170,853 

January 149,644 

February 120,637 

March 128,000 

Total 987,655 

Annual  rate 1,481,484 

USD  A  projection  (not  including  products)  __  1,800,000 
A  number  of  pending  PL  480  sales  and  shipments  are  contem- 
plated, which  should  enable  projected  exports  as  shown  above  to  be 
realized. 

Export  commitments  (outstanding  sales  plus  actual  exports)  at 
the  end  of  March  1976  totaled  1,203  thousand  metric  tons.  The  main 
destinations  and  their  respective  quantities,  in  thousands  of  metric 
tons,  are  as  follows:  EEC  (220);  Bangladesh  (200);  Iran  (161); 
Saudia  Arabia  (119) ;  U.S.S.R.  (63)  ;  and  Republic  of  Korea  (71). 

Impact  on  Domestic  Economy 

The  United  States  traditionally  accounts  for  a  small  share  of 
world  production,  but  a  large  share  of  world  exports — nearly  25 
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percent  in  recent  years.  Legislation  enacted » during  1975  had  the 
intended  effect  of  increasing  planted  acreage  of  rice.  Because  U.S. 
consumption  has  not  kept  pace  with  production  increases,  and  ex- 
ports during  1975-76  declined  significantly  below  the  previous  year, 
efforts  are  underway  to  reduce  this  large  surplus  through  PL  480 
programs. 

U.S.  long  grain  rice  prices  (f.o.b.  Houston)  have  decreased  since 
the  start  of  harvest.  The  rate  of  decline,  however,  has  not  been  as 
great  as  Thai  price  declines,  possibly  giving  Thai  rice  a  competitive 
edge  in  the  world  market.  U.S.  rice  prices  in  1975-76  and  the  pre- 
ceding three  marketing  years  are  shown  in  Table  1. 

World  Trade 

This  year's  record  crop  of  about  350  million  metric  tons — the  third 
annual  record  crop  in  succession — and  high  stock  levels  in  some 
major  importing  countries  are  having  a  downward  impact  on  trade. 
Although  exportable  supplies  are  estimated  at  8.5  to  9  million  metric 
tons,  declining  import  demand  makes  it  unlikely  that  actual  1976 
exports  will  exceed  the  7.2  million  metric  tons  achieved  in  calendar 
year  1975.  Meanwhile,  world  stocks  are  projected  to  increase  by 
approximately  30  percent,  the  level  which  prevailed  just  prior  to 
the  crop  failure  resulting  from  the  1972  Asian  monsoon. 

Action  Taken  by  Other  Countries 

World  prices  have  declined  sharply  since  October  1975,  reflecting 
increased  pressure  of  record  new  crop  supplies.  Thailand  has  cut  its 
rice  export  premium  to  $5  per  metric  ton  for  broken  rice  of  all  types, 
thus  contributing  to  lower  Thai  quotations.  Thailand's  white  milled 
rice  price  declined  18  percent  from  October  1975  to  February  1976. 

Table  1. — Rice,  Milled  U.S.  No.  2  F.O.B.  Mills:   Average  Price  of  Texas  Long 
Grain  Head  Rice  at  Houston  by  Months,  1972-73 — 1975-76  x 

(dollars  per  cwt.  bagged) 

Month  1972-73  1973-74  1974-75  1975-76 

August     10.55  20.20  22.50  21.35 

September     11.55  28.80  21.00  20.50 

October     12.40  32.20  20.90  19.25 

November    13.50  34.50  22.40  19.25 

December     .  13.50  33.85  21.75  19.25 

January     13.75  22.10  22.50  18.00 

February 15.00  34.25  22.40  18.00 

March    15.00  33.25  22.25  =18.00 

April     16.50  33.40  22.25 

May    17.25  33.25  22.25 

June     17.25  32.60  22.25 

July    17.25 31.50 22.25 

Average    14.45  31.75  22.05 

1  No  completely  dependable  series  of  U.S.  prices  is  available  due  to  the  lack  of  a  future 
market  and  other  unique  characteristics  of  the  rice  industry.  This  table  is  one  developed 
by  Rice  Market  News,  U.S.  Department  of  Agriculture. 

2  First  2  weeks  only. 
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Table  2. — Rice:  U.S.  Supply-Disposition,  1973-74  Through  1975- 

Crop  Years 


76 


Item  1973-74 

Acreage  (million  acres): 

Allotment    2.22 

Planted    2.18 

Harvested    2.17 

Yield    per  harvested   acre   (pounds)    4,274 

Supply  (million  hundredweight  rough): 

Beginning  stocks  Aug.   1    

Production 

Imports     _ 

Total     

Consumption  (million  hundredweight  rough): 

Domestic     

Exports     

Total     86.7 

Ending  stocks  July  31   7.8 

Difference  unaccounted   3.6 

Source:  U.S.  Department  of  Agriculture. 


1974-75 


1975-76 


2.10 

1.80 

2.56 

2.82 

2.54 

2.80 

4,432 

4,555 

109.7 
7.1 
3.4 


5.1 

92.8 

.2 

7.8 
112.4 

7.1 
127.6 

98.1 

120.2 

134.7 

37.0 
49.7 

40.2 
69.5 

41.4-42.2 
55.6-61.8 

97.0-104.0 
37.7-30.7 


Table  3. — Rice:  World  Production,  Trade,  and  Stocks  for  1973-74,   1974-75, 
and  Projected  Levels  for  1975-76  l 

(in  million  metric  tons) 


Country  or  region 


1973-74 


Production:  2 

Bangladesh    

Burma     

India    

Indonesia     

Japan     

Korea,   Rep.  of 

Pakistan   

PRC    

Thailand   

Subotal     

EC-9    

Australia     

Argentina   

Brazil     

All   Others    

Total  non-U. S.   

U.S.A.    

World    total    

Exports:  3 

Burma 

Pakistan   

PRC    

Thailand   _ 

All    Others   

Total   non-U.S.   

U.S.A.    

World    total    

Imports: 

Bangladesh   

EC-9    

Hong   Kong   

Indonesia   

Iran    

Khmer  (Cambodia) 

Korea,   Rep.  of 

Philippines 

Sri  Lanka  (Ceylon)  

All    Others    

World  total 

See  footnotes  at  end  of  table. 


17.6 

8.6 

66.1 

21.5 

15.2 

5.8 

3.7 

113.0 

14.4 


265.9 


1.1 
.4 
.3 

6.4 
45.3 


1974 


7.4 


Preliminary 
1974-75 


17.1 

8.6 

60.4 

22.7 

15.4 

6.2 

3.5 

120.0 

14.5 


268.4 


1.0 
.4 
.4 

7.0 
46.4 


1975 


7.5 


Projected  for 

1975-76 

as  of 

March  8,  1976 


19.8 

9.0 

69.1 

23.9 

16.5 

6.5 

3.8 

122.0 

15.0 


285.6 


1.0 
.5 
.3 

8.5 
50.7 


319.4 

323.6 

346.6 

4.2 

5.1 

5.8 

323.6 

328.7 

352.4 

1976 


.2 

.4 

.5 

.5 

.5 

.7 

1.9 

1.5 

1.2 

1.0 

1.0 

1.2 

2.1 

2.1 

1.8 

5.7 

5.5 

5.4 

1.7 

2.0 

1.8 

7.4 

7.5 

7.2 

.1 

.3 

.4 

.6 

.6 

.6 

.3 

.4 

.4 

1.8 

.6 

.6 

.1 

.5 

.4 

.3 

.4 

.1 

.3 

.5 

.2 

.2 

.1 

.3 

.4 

.3 

3.4 

3.7 

4.2 

7.2 
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Table  3. — Rice:  World  Production,  Trade,  and  Stocks  for  1973-74,   1974-75, 
and  Projected  Levels  for  1975-76  x — Continued 

(in  million  metric  tons) 

Projected  for 
Country  or  region  1973-74  ^gy^iys^  ^of76 

March  8,  1976 

Stocks,  ending: 

Foreign*     10.1  10.3  13.4 

U.S.   (ending  July  31)   .3 .2 IX) 

World    total    10.4  10.5  14.4 

1  Production  is  on   rough   basis;  trade  and  stocks  are   listed  as   milled. 

2  The  world  rice  harvest  stretches  over  6-8  months.  Thus,  1975-76  production  represents 
the  crop  harvested  in  late  1975  and  early  1976  in  the  Northern  Hemisphere,  and  the  crop 
harvested  in  early  1976  in  the  Southern  Hemisphere. 

3  Trade  data  are  on  a  calendar  year  basis. 

*  Includes  only  those  countries  for  which  production  data  are  separately  listed,  excluding 
Burma  and  the  PRC.  Data  are  based  on  an  aggregate  of  differing  local  marketing  years 
and  should   not  be  construed   as   representing  world   stock   levels   at   a   fixed   point   in   time. 

Source:  U.S.  Department  of  Agriculture. 

COTTON 

Domestic  Supply 

Although  U.S.  cotton  stocks  on  August  1,  1975,  at  the  beginning 
of  the  current  cotton  marketing  year,  were  the  highest  in  5  years,  at 
5.7  million  bales,  indications  are  that  end-of-season  stocks  on  July 
31,  1976,  will  be  closer  to  normal  levels  of  3.3  to  4.3  million  bales. 
This  is  due  in  part  to  a  small  1975-76  crop  of  only  8.3  million  bales 
and  expanded  mill  use  to  approximately  6.8  to  7.3  million  bales, 
well  above  the  previous  year  but  still  below  a  10-year  average.  Ex- 
ports also  are  expected  to  be  below  the  average  for  the  decade,  at  3 
to  3.5  million  bales. 

The  outlook  for  1976-77,  is  highlighted  by  a  strong  demand  and 
possible  tight  supplies,  especially  in  some  grades  and  staples  of  cot- 
ton. As  of  the  end  of  March  1976,  prospects  are  for  substantial  in- 
creases in  production.  This  will  help  offset  the  low  end-of-season 
carryover  and  will  result  in  total  supplies  at  the  same  level  as  in  the 
current  1975-76  year.  Consumption  is  expected  to  remain  at  the  same 
level  as  in  the  previous  year  and  export  demand  to  continue  strong 
(Table  1). 

World  Supply 

World  production  for  the  year  beginning  August  1,  1975,  is  esti- 
mated at  54.9  million  bales,  compared  with  world  consumption  of 
61.2  million  bales.  Stocks  on  August  1,  1975  were  estimated  at 
30.5  million  bales,  the  highest  level  in  9  years,  but  are  expected  to 
drop  by  August  1,  1976,  to  about  24  million  bales.  By  the  end  of  the 
current  season,  world  cotton  stocks  will  be  adequate  to  cover  only 
about  4i/£  months'  consumption,  against  the  desirable  range  of  5  to 
6  months.  A  comparison  of  world  stocks,  production,  consumption, 
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and  exports  for  the  current  and  four  preceding  marketing  years  is 
provided  in  Table  2. 

U.S.  Export  Commitments 

As  of  March  7,  1976,  the  U.S.  Department  of  Agriculture  export 
estimate  for  the  year  beginning  August  1,  1975  (1975-76  marketing 
year),  was  3  to  3.5  million  bales.  As  of  that  date,  U.S.  exporters  had 
reported  that  commitments  had  been  made  to  export  3.3  million 
bales,  of  which  1.8  million  bales  had  been  exported,  leaving  1.5 
million  bales  sold  but  not  yet  shipped.  This  compares  with  an  export 
commitment  of  4.7  million  bales  as  of  the  same  time  last  year.  At 
that  time,  2.1  million  bales  had  been  shipped,  leaving  2.6  million 
sold  but  unshipped  (Table  3). 

U.S.  export  sales  for  the  1975-76  marketing  year  were  heaviest 
during  the  period  January  12-March  7.  During  this  8-week  period, 
the  U.S.  export  commitment  increased  820,000  running  bales  for 
delivery  during  the  1975-76  marketing  year  and  225,000  bales  during 
the  1976-77  marketing  year.  This  compares  with  an  increase  in  com- 
mitment of  425,000  bales  and  54,000  bales,  respectively,  during  the 
preceding  months  of  the  marketing  year  up  to  that  time.  At  the 
beginning  of  the  marketing  year  on  August  1,  1975,  789,000  bales, 
which  had  already  been  sold  for  delivery  prior  to  August  1,  1975, 
were  carried  over  for  delivery  in  1975-76.  However,  some  of  these 
sales  were  later  canceled. 

Impact  on  Domestic  Economy 

World  and  U.S.  cotton  prices  in  early  1975  reached  their  lowest 
level  in  2  years.  These  low  prices,  which  came  when  growers  in  the 
United  States  and  a  number  of  other  major  producing  countries 
were  making  their  planting  decisions,  were  below  the  level  which 
would  make  cotton  competitive  with  alternative  crops  in  most  coun- 
tries and  below  the  cost  of  production  in  some.  As  a  result,  total 
world  production  for  1975-76  was  at  the  lowest  level  in  5  years.  The 
U.S.  crop  was  the  smallest  in  8  years. 

U.S.  and  world  cotton  prices  increased  by  10  percent  from  early 
April.  Increase  was  fueled  by  further  reduction  in  foreign  crops  for 
the  season  ending  July  31,  1976;  lower  than  expected  acreage  indica- 
tion for  1976  U.S.  crop;  improved  prospects  for  world  consumption; 
and  sharp  reduction  in  world  stocks.  U.S.  spot  prices  for  cotton 
increased  to  about  62  cents  per  pound  in  early  May,  from  54  cents 
a  month  earlier  and  40  cents  for  the  corresponding  period  in  1975. 
Spot  prices  currently  are  at  about  the  same  level  as  those  which 
prevailed  2  years  ago  (Tables  4  and  5). 
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World  Trade 

Gradual  economic  recovery  in  the  industrial  countries — already 
well  under  way  in  the  United  States  and  now  beginning  abroad — is 
encouraging  rising  consumer  demand  for  cotton  and  textiles.  Higher 
cotton  consumption  this  season  and  sharply  reduced  cotton  produc- 
tion will  eliminate  the  surplus  cotton  supplies  carried  over  from  last 
season.  These  low  stocks  point  up  the  desirability  of  expanded  cotton 
acreage  in  1976-77,  if  adequate  supplies  are  to  be  available. 

World  exports  for  1975-76  are  estimated  at  18  million  bales,  5 
percent  above  the  1974-75  level.  U.S.  exports  are  estimated  at  3.5 
million  bales  compared  with  3.9  million  for  1974—75  (Tables  1  and 
2). 

Action  Taken  by  Other  Countries 

Many  foreign  cotton-producing  governments  dropped  their  subsidy 
programs  for  cotton  exports  early  in  1976.  These  subsidies  had  been 
instituted  in  order  to  move  large  surplus  supplies  which  had  accumu- 
lated when  the  consuming  countries  had  failed  to  honor  contracts 
in  1974.  These  subsidies  had  permitted  foreign  producers  to  undersell 
U.S.  cotton,  thus  restricting  demand  for  U.S.  cotton  during  the  first 
half  of  the  1975-76  cotton  marketing  year.  Some  countries,  most 
notably  Pakistan,  have  instituted  programs  restricting  exports  to 
assure  adequate  domestic  supplies. 

Table    1. — Cotton     (Upland    and    Els):     U.S.     Supply — Disposition,     1973-74 
Through  1975—76  Crop  Years 


Item  1973-74  1974-75 


1975-76 
forecast 


13.7 

9.7 

12.6 

9.1 

0 

0 

441 

441 

Acreage  (million  acres): 

Planted    ___  12.5 

Harvested   ■_ _  12.0 

Set-aside     0 

Yield:  pound  per  harvested  acre 520 


Supply: 

August  1  beginning  stocks  1 

Production    

Total : 

Disappearance: 

Mill  use 

Exports    

Total 

Ending  stocks   3.8  5.7  3.3-4.3 

1  Based  on  Census  Bureau  data. 

Note:  Totals  may  not  add  due  to  rounding. 

Source:  U.S.  Department  of  Agriculture.  March  22,  1976. 


Million 

480  lb. 

bales 

4.2 
13.0 

3.8 
11.5 

5.7 
8.3 

17.2 

15.4 

14.1 

7.5 
6.1 

5.9 
3.9 

6.8-7.3 
3.0-3.5 

13.6 

9.8 

9.8-10.8 
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Table  2. — Cotton:  Exports,  Imports,  Production,  Consumption,  and  Beginning 
Stocks,  Seasons  Beginning  August  1 

(in  millions  of  bales  of  480  lb.  net) 


Item  and  Area 


1971-72        1972-73      1973-74 


1974-75 
prelimi- 
nary 


1975-76 
forecast 


15.1 

15.4 

13.3 

13.1 

14.5 

18.5 

20.7 

19.4 

17.0 

17.8 

Exports: 

United  States   3.4  5.3  6.1                3.9                3.3 

Foreign   non-Communist1: 

Exporting  countries ._  11.9  11.9  9.2                 8.9               10.2 

Importing    countries    _  0.3  0.4  0.6                 0.6                 0.7 

Communist    countries    2.9  3.1  3.4                 3.6                 3.6 

Foreign  total  

World   total    __. 

Imports: 

Japan     3.6  3.9  3.7                 3.2                 3.2 

European    Economic    Community    __  4.2  4.6  3.9                3.7                3.0 

People's   Republic  of  China    .7  1.8  1.8                  .7                   .7 

Other   10.0 105 105 9JS 11.0 

Total 18.5  20.8 19J) 17^2 17.9 

Production: 

United   States   10.5  13.7  13.0              11.5                8.3 

Foreign   non-Communist: 

Exporting  countries   21.3  21.9  20.8               21.7               17.4 

Importing    countries    6.8  6.3  6.6                 7.1                 6.9 

Communist    countries    20.6 19^5 21.8 22.9 22.2 

Foreign  total 48.7  47.7              49.2 51.7              46.5 

World   total    59.2  61.4  62.2               63.2               54.8 

Consumption:  2 

United   States   8.3  7.8  7.5                5.9                7.1 

Foreign   non-Communist: 

Exporting  countries   8.7  9.8  10.2               10.0               10.5 

Importing    countries    19.5  19.9  20.9               18.9               19.9 

Communist    countries    21.3  22.0  22.3               23.4               23.7 

Foreign  total  

World  total   _. 

Beginning  stocks: 

United   States __ 4.2  3.3  4.2                3.8                5.7 

Foreign   non-Communist: 

Exporting  countries   5.9  6.9  7.3                 8.8               11.9 

Importing    countries    5.6  6.1  7.2                 6.4                 6.4 

Communist    countries    4.3 5^2 5^2 6J? 6.5 

Foreign  total 15.8 18^2 19^7 21^4 24.8 

World  totals  .__ 20.0  21.5  23.9               25.2         30.5 

1  Includes  small  quantities  reexported. 

2  Does  not  include  destroyed  or  unaccounted. 

3  Excludes  cotton  afloat,  in  transit,  and  in  free  ports. 

*  Foreign  total  is  actual  world  total  minus  United  States.  Components  may  not  add  due 
to  rounding. 

Source:  U.S.  Department  of  Agriculture.  March  22,  1976. 


49.5 

51.7 

53.4 

52.3 

54.1 

57.8 

59.5 

60.9 

58.2 

61.2 

Table  3. — Exports  of  U.S.  Cotton,  by  Months,  1972  Through  Mid-1975 

(1,000  bales  of  480  pounds  net) 


Month 


1972 


1973 


1974 


1975 


August    61 

September 86 

October     202 

November    371 

December 561 

January    690 

February     560 

March    718 

April     646 

May    465 

June     536 

July    415 

Total    5,311 

1  Season  beginning  August  1. 

Source:  Bureau  of  the  Census.  March  22,  1976. 


352 

279 

340 

285 

132 

269 

278 

126 

235 

271 

284 

184 

625 

367 

247 

578 

430 

224 

637 

398 

146 

827 

361 

396 

681 

387 

602 

379 

529 
458 

410 
373 

8,123 


3,926 
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Table  4. — Monthly  Average  of  Cotton  Prices  in  10  U.S.  Spot  Markets,  1972-75  * 

(in  cents  per  pound) 


Month 


1972 


1973 


1974 


1975 


August  __ 
September 
October  _ 
November 
December 
January  _ 
February 
March    ... 

April     

May    

June 

July    

Average 


33.12 

66.94 

50.36 

48.40 

27.94 

80.50 

47.65 

50.74 

25.67 

75.29 

44.59 

50.38 

27.15 

66.71 

39.96 

50.87 

29.31 

76.62 

36.91 

55.12 

32.29 

78.08 

36.10 

57.17 

33.15 

68.56 

36.44 

56.90 

35.04 

62.38 

37.81 

2  56.27 

40.24 

63.35 

40.43 

45.15 

56.25 

41.73 

45.98 

55.20 

42.77 

52.09 

55.30 

45.57 

35.59 


67.10 


41.69 


1  Price  for  base  grade  41,  staple  length  34.  Years  beginning  August  1. 

2  Average  March  1-19. 

Source:  U.S.  Department  of  Agriculture.  March  22,  1976. 


Table   5. — Northern   Europe   Quotations   for   U.S.    SM    1%6"    Cotton    With    the 
Outlook  4A'  Index  for  the  Same  Quality  Compared 

(c.i.f.  cents  per  pound) 


Date 


Outlook 


U.S.  SM  1-1/16" 


'A' 

Memphis 

California 

ridex  1 

Territory 

Arizona 

83.41 

93.50 

95.50 

82.16 

82.12 

83.98 

74.00 

74.38 

77.50 

70.16 

69.94 

71.25 

65.01 

63.65 

61.50 

62.31 

62.69 

63.19 

62.02 

65.38 

66.12 

61.42 

64.26 

64.16 

58.99 

60.46 

59.96 

53.76 

57.97 

55.20 

50.44 

53.65 

52.44 

48.42 

52.27 

51.27 

46.78 

51.24 

48.74 

47.02 

52.58 

49.58 

48.39 

53.76 

51.01 

51.96 

56.25 

54.71 

54.20 

NQ 

56.10 

54.15 

61.00 

57.56 

54.23 

60.78 

60.20 

55.60 

63.14 

62.91 

55.36 

65.39 

65.06 

55.73 

64.75 

63.20 

55.19 

65.66 

63.21 

58.81 

68.56 

66.31 

65.38 

71.43 

69.18 

65.86 

71.43 

70.12 

66.35 

72.75 

71.75 

66.25 

70.50 

69.50 

January  1974 

February     

March    

April     

May    

June     

July    

August     

September     _. 

October 

November 

December    __. 
January   1975 

February     

March    

April     

May    

June     

July    

August     

September     _. 

October 

November 

December    __. 
January   1976 

February     

March    4    

March    11    __. 


1  Prior  to  7-19-73  Index  'A'  is  the  average  of  the  6  cheapest  of  12  growths  of  American 
type  SM  1-1/16";  after  that  date  the  Index  will  reflect  the  average  of  the  5  lowest  of  10 
selected  growths. 

NQ=Not  Quoted. 

Source:  Liverpool  Cotton  Services,  Ltd.,  Liverpool,  U.K. 
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SOYBEANS  AND  PRODUCTS 

Domestic  Supply 

For  1975-76,  U.S.  supplies  are  more  than  adequate  to  satisfy  both 
domestic  and  export  demand.  The  1975  near-record  harvest  of  1.52 
billion  bushels  was  25  percent  above  the  reduced  1974  volume.  Total 
availabilities  this  season,  including  carry-in  stocks  on  September  1, 
1975,  rose  to  1.71  billion  bushels  —  320  million  above  last  year's  re- 
duced volume  and  nearly  100  million  bushels  above  the  1973-74  rec- 
ord. If  the  current  forecasts  materialize,  there  will  be  a  substantial 
buildup  in  carry-out  stocks  of  soybeans  and  products  at  the  end  of 
the  1975-76  season. 

The  1976  crop  is  projected  to  decline  to  1.4  billion  bushels,  re- 
flecting unattractive  soybean  prices  in  relation  to  corn  and  cotton. 
With  the  current  range  of  carry-out  stocks  on  August  31.  1976,  esti- 
mated at  230  to  330  million  bushels,  total  U.S.  supplies  are  expected 
in  the  range  of  1.63  to  1.73  billion  bushels  in  1976-77,  compared  with 
1.71  billion  in  1975-76  (Table  1) . 

World  Supply 

The  sharp  recovery  in  1975  of  U.S.  soybean  output  to  41.4  million 
metric  tons,  acented  further  by  an  increase  in  the  1976  Brazilian 
harvest  to  9.7  million  tons,  boosted  world  soybean  output  to  nearly 

63  million  tons.  This  is  an  increase  of  22  percent  in  world  soybean 
production  from  the  reduced  1974  volume  and  was  10  percent  above 
the  record  large  1973  volume  of  57.4  million  tons.  In  1975,  U.S.  soy- 
bean output  accounted  for  66  percent  of  world  output  compared  with 

64  percent  in  1974  and  73  percent  in  1973.  The  gain  in  1975  U.S.  soy- 
bean output  of  8.3  million  tons  accounted  for  72  percent  of  the  in- 
crease in  total  world  output. 

The  gain  in  world  soybean  output  in  1975-76  will  amount  to  an 
increase  of  about  7.9  million  tons  meal  basis  or  nearly  four  times 
the  annual  trendline  gain  of  2.1  million  tons.  Although  combined  out- 
put of  other  major  oilseed  meals,  including  fish  meal,  are  forecast  to 
decline  slightly,  the  net  increase  in  world  production  of  all  meals  at 
7.8  million  tons  will  substantially  exceed  the  2.4  million  ton  average 
annual  gain.  Indications,  therefore,  are  for  a  substantial  buildup  in 
stocks  in  the  major  producing  countries,  particularly  in  the  United 
States  (Table  2). 

During  the  1974-75  marketing  year,  actual  U.S.  exports  of  soy- 
beans and  products  fell  far  short  of  outstanding  export  sales  plus 
actual  exports  as  of  mid-March  (Table  3). 
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Impact  on  Domestic  Economy 

U.S.  soybeans  and  products  are  not  currently  in  short  supply  in 
1975-76,  and  are  unlikely  to  become  in  short  supply  in  the  1976-77 
season.  In  fact,  a  substantial  stock  buildup  is  anticipated  in  1975-76, 
and  prices  for  soybeans  and  oil,  as  a  consequence,  have  already 
dropped  significantly  from  last  year's  level.  Although  the  depressed 
price  level  for  soybeans  will  result  in  reduced  1976  crop  plantings, 
prospective  U.S.  soybean  supplies  in  1976-77  are  expected  to  be  more 
than  ample  to  cover  domestic  consumption  and  export  demand. 

World  Trade 

World  supplies  of  soybeans  and  products  currently  are  in  excess 
of  world  requirements.  This  has  led  to  increased  feeding  rates  of 
livestock  due  to  a  relatively  low  meal  /grain  price  ratio  as  well  as 
improved  livestock  profitability  and  a  growth  in  animal  and  poultry 
numbers. 

Action  Taken  by  Other  Countries 

The  Brazilian  subsidy  for  soybean  export  and  the  European  Com- 
munity mixing  regulation  are  the  two  major  actions  taken  by  other 
countries.  In  Brazil,  soybeans  are  being  supported  at  a  minimum 
price  of  75  Cr.  per  60  kilo  bag  (equal  to  about  $3.44  U.S.  dollars  per 
bushel)  which  represents  a  reduction  of  approximately  20  percent 
from  the  U.S.  dollar  value  of  $4.32  per  bushel  in  September  1975. 
This  reduction  reflects  a  series  of  devaluations  in  Brazilian  currency, 
and  a  Brazilian  balance  of  payments  problem.  The  Brazilian  Gov- 
ernment has  actively  encouraged  export  expansion  for  soybeans  and 
products  by  a  program  of  export  incentives  which  favor  exports  of 
manufactured  products  such  as  soybean  oil  over  exports  of  raw  ma- 
terials such  as  soybeans. 

U.S.  Exports 

During  the  current  marketing  year,  U.S.  exports  of  soybeans  and 
meal  through  March  15  totaled  9.3  million  metric  tons  —  1.4  million 
tons  or  17.4  percent  above  exports  in  the  comparable  1974-75  period. 
Most  of  the  gain  moved  to  traditional  markets,  including  the  Nether- 
lands, Belgium,  Spain,  Denmark,  the  United  Kingdom,  Taiwan,  and 
Japan. 

In  terms  of  oil,  the  volume  of  U.S.  exports  of  soybeans  and  soybean 
oil  amounted  to  1.8  million  tons  —  an  increase  of  209,000  tons  or  13.4 
percent  through  March  15  of  the  current  marketing  year.  Although 
U.S.  exports  of  soybeans  and  oil  registered  an  aggregate  gain 
through  mid-March,  exports  of  soybean  oil,  at  161,000  tons,  were 
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substantially  less  than  the  247,000  tons  shipped  during  the  same 
period  a  year  ago.  This  drop  in  U.S.  soybean  oil  exports  reflects  the 
heavy  increases  in  competition  from  palm  oil  from  Malaysia,  In- 
donesia, Sabah,  and  the  Ivory  Coast,  as  well  as  the  Philippines,  and 
soybean  oil  from  Brazil. 

Not  only  has  the  heavy  increase  in  foreign  production  reduced  U.S. 
vegetable  oil  export  prospects,  but  sharp  increases  in  imports  of 
palm  and  coconut  oil  during  calendar  1975  (combined  U.S.  imports 
of  vegetable  oils  were  974,000  metric  tons)  have  significantly  ex- 
ceeded the  816,000-ton  combined  volume  of  U.S.  vegetable  oil  ex- 
ports. This  represented  a  sharp  reversal  from  the  past  when  U.S. 
vegetable  oil  exports  had  substantially  exceeded  imports. 

Although  actual  U.S.  exports  of  soybeans  and  meal  have  registered 
significant  gains  through  mid-March  of  the  current  marketing  year, 
the  volume  of  outstanding  export  sales  is  sharply  less  than  that  of 
the  same  date  a  year  ago.  As  of  mid-March,  the  outstanding  U.S. 
export  sales  commitments  were  as  follows,  in  1,000  metric  tons : 

Item  1974-75  1975-76 

Soybeans 8,053  2,996 

Soybean  oil 325  75 

Soybean  meal 5,979  918 

In  the  European  Community,  a  large  buldup  in  stocks  of  dried 
skimmed  milk  has  caused  them  to  propose  an  obligatory  program  for 
disposing  of  400,000  tons  in  mixed  feeds.  The  result  of  such  a  pro- 
gram would  significantly  reduce  U.S.  exports  of  soybean  meal  by 
nearly  the  same  magnitude.  Because  the  EC  mixed  feed  proposal 
treats  only  the  symptom  and  not  the  problem,  it  would  appear  that 
the  damaging  effects  of  such  a  program  would  continue  to  be  a  long 
run  problem.  The  current  EC  proposal  represents  an  impingement  of 
our  duty-free  bindings  on  soybeans  and  meal. 
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Table  1. — Soybeans  and  Products:  U.S.  Supply — Disposition,  1973-74  Through 

1975-76  Crop  Years 


Item 


1973-74 


1974-75 
forecast 


1975-76 
projected 


Supply1 

Carryin,  September  1   

Production  

Total    

Consumption: 

Crushings  -    

Exports   

Seed,  feed  and  residual 

Total    

Carryover,  August  31  171 

Supply: 

Carryin,  October  1 

Production  

Total    

Consumption: 

Domestic3   

Exports   

Total    

Carryover,  September  30 794 

Supply: 

Carryin,  October  1   __ 

Production   

Total    

Consumption: 

Production  

Exports 

Total    

Carryover,  September  30 507 

1  There  have  been  no  imports. 

2  End  products  are  meal  and  oil. 

3  Consumption. 

Source:  U.S.  Department  of  Agriculture.  March  19 


Soybeans 
(in  million  bushels) 


60 
1,547 

171 
1,215 

185 
1,521 

1,607 

1,386 

1,706 

821 

539 

76 

701 

421 

79 

800-   850 

500-   550 

76-    76 

1,436 

1,201 

1,376-  1,476 

185 

Soybean  Oil 
(in  million  pounds) 


330-      230 


516 
8,995 

794 
7,376 

561-   561 
8,639-  9,179 

9,511 

8,170 

9,200-  9,740 

7,282 
1,435 

6,581 
1,028 

7,100-  7,700 
825-  1,025 

8,717 

7,609 

7,925-  8,725 

561 

Soybean  Meal 
(in  1,000  short  tons) 


1,275-  1,015 


183 
19,674 

507 
16,702 

358 
18,841-20,022 

19,857 

17,209 

19,200-20,380 

13,802 
5,548 

12,552 
4,299 

14,500-15,100 
4,300-  4,700 

19,350 

16,851 

18,800-19,800 

358 


400- 


580 


1976. 


Table  2. — Soybeans  and  Soybean  Products:   World  Production  and  Trade 
1973,  1974,  and  Projected  Levels  for  1975 

(in  1,000  metric  tons) 

Item  1973  1974  *  1975 2 

Soybeans 

Production: 

United  States  42,108  33,062  41,406 

Brazil 5,000  7,500  9,717 

People's   Republic  of  China    6,700  7,000  7,200 

Others     3,550 3,883  4,642 

World  total   

Exports: 

United  States   

Brazil     

People's   Republic  of  China3 

Total  for  major  exporters 

See  footnotes  at  end  of  table. 


for 


57,358 

51,445 

62,965 

13,221 

1,786 

45 

13,940 

2,730 

NA 

12,496 

3,300 

252 

15,052 

16,670 

16,048 
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Table  2. — Soybeans  and   Soybean   Products:    World   Production   and  Trade   for 
1973,  1974,  and  Projected  Levels  for  1975 — Continued 

(in  1,000  metric  tons) 

Item  1973  1974  *  1975  2 

Imports: 

Belgium-Luxembourg     447                    746                     NA 

Denmark     388                    471                    402 

France     508                    564                    416 

West  Germany   2.837                 3,715                 3,464 

Italy    888                 1,226                     NA 

Netherlands     1,269                 1,590                     NA 

United    Kingdom    779                    804                    754 

Ireland NA 

Total    European    Community    7,116 9,116 NA 

Japan     3,635  3,244  3,334 

Total    imports    10,751 12,360  12,705 

Soybean  Meal 
Production  4: 

United   States   25,842  31,468  24,707 

Brazil   3,657  5,486  7,107 

People's   Republic   of  China    2,254  2,397  2,504 

Others      1,441 1,758 1,852 

World  total   33,194  41,109  36,170 

Exports: 

United  States  4,414  4,910  3,783 

Brazil     1,581  2,021  3,000 

People's  Republic  of  China NA NA NA 

Total  for  major  exporters  __ 5,995 6,931 6,783 

Imports: 

Belgium-Luxembourg     366                    388                     NA 

Denmark     359                    425                    443 

France     1,147                 1,513                 1,499 

West  Germany  1,171                     617                    766 

Italy    479                    619                     NA 

Netherlands     532                    782                     NA 

United    Kingdom    206                    290                    250 

Ireland 69 10C) NA 

Total    European    Community    4,329 4,734 NA 

Japan     27                    132                      18 

Total    imports    __ 4,606 4,866 4,925 

Soybean  Oil 
Production  *: 

United  States   5,754  7,006  5,501 

Brazil  814  1,221  1,582 

People's   Republic   of  China    502  534  558 

Others 321 391 412 

World  total   7,391  9,152  8,053 

Exports: 

United  States   439  762  356 

Brazil     91  2  250 

People's  Republic  of  China NA NA NA 

Total  for  major  exporters 530 764 606 

Imports: 

Belgium-Luxembourg     13  14  NA 

Denmark     5  2  1 

France     48  85  90 

West  Germany   23  37  25 

Italy    44  131  NA 

Netherlands     36  75  NA 

United    Kingdom    14  40  29 

Ireland 4 4 NA 

Total    European    Community 187 388 NA 

Japan     6  20  14  ~ 

Total    imports    193  408  375 

1  Estimated. 

2  Forecast. 

3  Net  exports. 

*  Seed  harvested  in  previous  calendar  year,  except  Brazil.  Meal  production  estimated 
on  the  basis  of  average  assumed  extraction  rates  and  crushings  and  therefore  representing 
potential  rather  than  actual  oil  production. 

Source:  U.S.  Department  of  Agriculture.  March  19,  1976. 
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Table  3. — U.S.  Exports  of  Soybeans  and  Soybean  Products,  by  Month,  1975—76 

Months  1975  1976 

(in  1,000  bushels) 
Soybeans 

September    24,274 

October    62,716 

November     61,488 

December     49,612 

January 51,784 

Total ~  198,090  51,784 


(in  1,000  pounds) 
Soybean  Oil 

October    43,803 

November     78,878 

December     40,497 

January 32,607 

Total „ 163,178  32,607 


Soybean  Meal 

October 270 

November     353 

December     427 

January     543 

Total     1,050                                  543 

Source:  U.S.  Department  of  Agriculture.  March  19,  1976. 


CHAPTER  7 

ENFORCEMENT  ACTIVITIES 

During  the  fourth  quarter  of  1975  and  the  first  quarter  of  1976, 
the  Department's  Office  of  Export  Administration  had  159  cases 
under  investigation  for  administrative  or  criminal  proceedings  or 
both.  Of  these,  107  were  pending  at  the  close  of  the  previous  quarter 
and  52  new  cases  were  opened  during  the  fourth  quarter  of  1975  and 
the  first  quarter  of  1976.  During  this  same  period,  53  cases  were 
closed,  7  on  the  basis  of  a  determination  of  no  violation  or  insufficient 
evidence,  39  after  warnings  to  the  parties  involved  for  various  types 
of  violations  considered  not  serious  enough  to  warrant  institution 
of  formal  charges  or  compliance  proceedings,  and  7  after  completion 
of  compliance  proceedings. 

There  were  106  cases  pending  at  the  close  of  the  first  quarter  1976. 
Eighty-six  cases  were  under  active  investigation;  the  remaining  20 
are  under  active  administrative  action. 

There  were  142  preliminary  inquiries  pending  at  the  beginning 
of  the  reporting  period.  In  addition,  63  preliminary  inquiries  were 
initiated  during  the  fourth  quarter  of  1975  and  the  first  quarter  of 
1976.  In  24  instances  further  investigation  was  not  warranted,  while 
in  5  other  instances  sufficient  information  was  developed  to  justify 
full  field  investigation.  The  remaining  176  inquiries  were  still  active 
at  the  end  of  the  first  quarter  of  1976. 

During  the  fourth  quarter  of  1975  and  the  first  quarter  of  1976, 
the  Department  issued  a  total  of  134  warning  letters.  Additionally, 
190  export  license  applications  were  specially  reviewed  to  determine 
if  irregularities  were  involved.  There  were  17  prelicensing  and  two 
postshipment  checks  initiated  during  the  period. 

The  District  Directors  of  Customs  seized  38  shipments  with  a  total 
appraised  value  of  $338,543.10.  Of  the  seizures  reported,  8  were  re- 
quested by  the  Office  of  Export  Administration  with  a  total  ap- 
praised value  of  $106,885.  During  this  period,  3,270  export  examina- 
tions were  made,  and  28,215  Export  Declarations  were  reviewed  to 
determine  the  degree  of  compliance  with  the  Export  Administration 
Kegulations.  Of  these,  34  export  violations  required  investigation  and 
643  discrepancies  in  Export  Declarations  required  further  inquiries. 

78 
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Denial  Orders  Issued 

Pursuant  to  regulations  governing  administrative  enforcement 
proceedings,  the  Department  issued  the  following  orders  during  the 
fourth  quarter  1975  and  the  first  quarter  1976: 

Air  Trans  Africa,  B.P.  484,  Libreville,  Republic  of  Gabon. 

A  notice  of  related  party  determination  issued  October  6,  1975, 
named  the  above  firm  as  a  related  party  to  Compagnie  Gabonaise 
d'Affretement  Aerien  (Affretair)  of  the  same  address.  Affretair  has 
been  denied  all  U.S.  export  privileges  since  October  21,  1974,  because 
of  its  use  of  a  U.S.-origin  DC-8/55F  Jet  Trader  Aircraft  in  export- 
import  transactions  with  Southern  Rhodesia  and  its  failure  to  answer 
interrogatories  regarding  the  matter  (see  4th  Quarterly  Report,  1974, 
and  1st  Quarterly  Report,  1975). 

This  action  was  taken  to  prevent  Affretair  from  evading  the  terms 
of  the  outstanding  denial  order  against  it  by  conducting  operations 
involving  exports  from  the  United  States  through  Air  Trans  Africa 
which  shares  with  it  a  common  office,  post  office  box,  telephone  num- 
ber, and  local  representative  in  Libreville. 

The  subject  firm  has  been  notified  of  this  determination  and  has 
been  given  the  opportunity  to  apply  for  reconsideration  or  termina- 
tion of  the  order  upon  good  cause  being  shown. 

Hewlett-Packard  GmbH,  Handelskai  52,  Postfach  7,  A-1025 
Vienna,  Austria. 

Under  the  terms  of  an  order  dated  October  29,  1975,  civil  penalties 
totaling  $6,000  and  a  6-month  probation  period  were  imposed  on 
captioned  firm  for  violations  of  the  Export  Administration  Regula- 
tions. 

The  sanctions  were  imposed  following  a  finding  that  the  firm  on 
each  of  two  separate  occasions  during  1973  reexported  or  caused  to 
be  reexported  to  Czechoslovakia,  a  computer  system  containing  U.S.- 
origin  parts  and  components,  without  having  obtained  the  requisite 
prior  authorization  from  the  Department. 

There  was  no  evidence  to  indicate  that  the  violations  were  de- 
liberate. Applications  covering  the  proposed  transactions  had  been 
submitted  to  the  Department  by  the  U.S.  parent  company  and  were 
pending  at  the  time  of  the  reexportations.  The  respondent  related 
that  pressure  from  the  purchasing  agency  citing  an  urgent  need  for 
the  equipment  and  personal  difficulties  on  the  part  of  the  employee 
who  failed  to  await  prior  U.S.  authorization  were  contributing  fac- 
tors in  the  violations.  The  employee  responsible  for  the  unauthorized 
reexportations  is  no  longer  associated  with  the  Hewlett-Packard 
organization  and  the  respondent  has  assured  the  Department  that 
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corrective  measures  have  been  taken  to  prevent  such  violations  from 
occurring  in  the  future. 

The  respondent  did  not  contest  the  charges  and  consented  to  the 
issuance  of  the  order  and  imposition  of  the  penalties  which  have 
been  paid. 

Fairchild  Automation  Systems  GmbH,  Hagenauerstrasse  38,  6202 
Wiesbaden  Biebrich,  Federal  Republic  of  Germany. 

By  an  order  dated  November  10,  1975,  civil  penalties  totaling 
$1,000  and  a  6-month  probation  period  were  imposed  on  the  aboVe 
firm  for  violations  of  the  Export  Administration  Regulations. 

The  violations  occurred  in  1973  and  arose  out  of  the  reexportation 
to  Austria  of  a  U.S. -origin  component  testing  system,  without  ob- 
taining the  required  prior  authorization  from  the  Department.  There 
was  good  reason  to  believe  that  the  system  ultimately  was  shipped 
from  Austria  to  another  unauthorized  destination.  The  respondent 
represented  that  the  reexportation  occurred  as  the  result  of  un- 
authorized activities  of  one  of  its  employees  acting  on  his  own  behalf 
and  to  the  detriment  of  the  firm.  The  employee  has  been  discharged 
and  the  respondent  has  assured  the  Department  that  it  has  adjusted 
its  practices  to  preclude  such  violation  arising  in  the  future. 

The  respondent  did  not  contest  the  charges  and  consented  to  the 
issuance  of  the  order  and  imposition  of  the  penalties  which  have 
been  paid. 

Highway  Pipeline  Company,  1/4  Mile  North  Jackson  Road,  P.O. 
Box  5247,  Station  2,  McAllen,  Texas. 

An  order  entered  November  13,  1975,  imposed  civil  penalties  total- 
ing $14,000  on  the  above  firm  and  denied  it  all  U.S.  export  privileges 
for  a  period  of  6  months  commencing  October  1,  1975,  for  violations 
of  the  Export  Administration  Regulations.  Effective  January  1, 
1976,  the  respondent's  export  privileges  were  restored  conditionally 
and  the  firm  remained  on  probation  for  the  remainder  of  the  denial 
period. 

The  action  was  taken  because  the  firm,  in  1974,  knowingly  made 
a  substantial  number  of  shipments  of  liquified  petroleum  gas  from 
the  United  States  to  Mexico.  The  exports  exceeded  the  quantities 
authorized  by  validated  licenses  in  addition  to  shipments  made 
against  licenses  which  had  expired  or  had  not  been  issued  although 
applied  for.  Investigation  disclosed  that  the  violations,  in  part,  re- 
sulted from  inadequate  record  controls  by  the  firm. 

The  respondent  did  not  contest  the  charges  and  the  order  was 
issued  by  consent  proceedings.  The  civil  penalties  have  been  paid. 

Arthur  D.  Little,  Inc.,  Acorn  Park,  Cambridge,  Massachusetts. 
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Effective  February  10,  1976,  a  civil  penalty  in  the  amount  of 
$1,000  and  a  probationary  period  of  2  years  were  imposed  on  the 
above  firm  for  a  violation  of  the  Export  Administration  Regulations. 

In  December  1972,  the  respondent,  through  its  French  agent, 
initiated  negotiations  with  Albert  Holland  and  Seurolec  S.A.  in 
France  for  the  sale  of  a  strategically  rated  crystal  growing  furnace 
of  U.S.-origin.  Both  Holland  and  Seurolec  have  been  denied  all  U.S. 
export  privileges  since  August  19,  1971  (see  3rd  and  4th  Quarterly 
Reports,  1971,  and  1st  Semiannual  Report,  1975).  The  acts  of  the 
respondent  and  its  agent  were  found  not  to  be  deliberate  or  willful 
for  the  purpose  of  evading  the  export  regulations.  The  firm  has 
taken  precautionary  measures  to  assure  future  compliance. 

The  respondent  agreed  to  the  imposition  of  the  sanctions  and  the 
civil  penalty  has  been  paid. 

Administrative  Imposition  of  Civil  Penalties 

During  the  fourth  quarter  1975  and  the  first  quarter  1976,  the 
Department  imposed  the  following  civil  penalties: 

Hewett-Packard  GmbH,  Vienna,  Austria. 

Fairchild  Automation  Systems  GmbH,  Wiesbaden  Biebrich,  FRG. 

Highway  Pipeline  Company,  McAllen,  Texas. 

Arthur  D.  Little,  Inc.,  Cambridge,  Massachusetts. 

As  noted  in  the  above  listing  of  issued  denial  orders,  civil  penal- 
ties were  included  in  sanctions  imposed  on  the  above  respondents. 

Getty  Oil  Company,  3810  Wilshire  Boulevard,  Los  Angeles,  Cali- 
fornia. 

An  order  dated  January  5,  1976,  imposed  a  civil  penalty  of  $1,000 
on  the  above  firm  for  failure  to  report,  as  required  by  the  export 
regulations,  the  receipt  of  a  request  from  a  company  in  Kuwait  that 
a  certain  shipment  be  accompanied  by  a  certification  having  the 
effect  of  furthering  or  supporting  a  restrictive  trade  practice  by  a 
foreign  country  against  Israel. 

The  firm  did  not  contest  the  charge  and  consented  to  the  imposi- 
tion of  the  penalty  which  has  been  paid. 

Beehive  Medical  Electronics,  Inc.,  870  West  2600  South,  Salt  Lake 
City,  Utah. 

Civil  penalties  totaling  $4,000  were  assessed  against  the  above 
firm  under  the  terms  of  an  order  entered  January  28,  1976,  for  vio- 
lations of  the  Export  Administration  Regulations. 

The  violations  resulted  from  unauthorized  exportations  of  stra- 
tegically rated  electronic  devices  for  hospital  use  by  the  respondent 
over  a  2-year  period  to  Western  European  destinations.  The  firm's 
failure  to  obtain  the  requisite  validated  licenses  was   due  to  un- 
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familiarity  with  the  requirements  and  without  intent  to  violate  the 
export  regulations.  There  was  no  compromise  of  national  security 
and,  upon  proper  application,  validated  export  licenses  would  have 
been  granted. 

The  respondent  has  taken  appropriate  safeguards  to  insure  that 
the  export  regulations  will  be  complied  with  in  the   future.   The 
penalties  assessed  have  been  paid. 
Reinstatement  of  Export  Privileges 

Pursuant  to  regulations  governing  administrative  enforcement 
proceedings,  during  the  fourth  quarter  1975  and  the  first  quarter 
1976,  the  Department  modified  its  previous  orders  against  the  follow- 
ing parties: 

Diethard  Prosdorf,  a/k/a  Peter  Prosdorf,  87  Beacon  Hills  Drive, 
Penfield,  New  York ;  Napoleon  W.  Krassowsky,  a/k/a  Werner  Miller, 
51-38  Corsline  Street,  Elmhurst,  Queens,  New  York;  and  Richard 
G.  Terker,  14  Old  Lyme  Road,  Scarsdale,  New  York;  and  related 
parties  Electronic  HandeJsgeseJlschaft  mg}I,  Klopestockstrasse  lb, 
Munich,  Federal  Republic  of  Germany;  Firma  Finanzmanagement 
GmbH,  Isenburgstrasse  10,  Munich,  Federal  Republic  of  Germany: 
Werner  Miller  Research  Associates,  Inc.,  and  R.G.T.  Corporation, 
both  of  14  Old  Lyme  Road,  Scarsdale,  New  York. 

An  order  effective  April  16,  1968,  denied  the  above-named  indi- 
viduals and  firms  all  U.S.  export  privileges  pending  the  completion 
of  criminal  proceedings  against  individuals  and  thereafter  until 
the  completion  of  administrative  compliance  proceedings.  All  three 
were  under  Federal  indictment,  charged  with  violations  of  the  then 
Export  Control  Act  and  Export  Control  Regulations  in  connection 
with  the  exportation  and  attempted  exportation  of  strategically 
rated,  U.S. -origin  oscilloscopes  and  accessories  without  the  requisite 
validated  export  licenses.  (See  2nd  Quarterly  Report,  1968.) 

In  criminal  actions  against  the  respondents,  Prosdorf  was  fined 
$3,000  and  received  a  suspended  sentence  of  3  years'  imprisonment 
for  unlawful  presentation  of  the  equipment  for  export  clearance  as 
well  as  attempting  to  export  unlawfully  and  for  conspiracy.  Kras- 
sowsky  and  Terker  were  each  fined  $1,000  and  received  a  suspended 
sentence  of  1-year  imprisonment  for  unlawful  presentation  of  the 
equipment  for  export  clearance.  Krassowsky  subsequently  was  de- 
ported. 

Since  the  criminal  proceedings  have  been  concluded  and  no  further 
civil  action  is  contemplated  by  the  Department,  the  order  was  termi- 
nated on  October  6, 1975. 

Josef  Cremer,  doing  business  as  J.  Cremer  Export-Import,  Prinz 
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Eugen  Strasse  44/9,  1040  Vienna,  Austria,  and  Grabner  GmbH,  a 
related  party  of  the  same  address. 

An  order  entered  March  9,  1964,  denied  respondent  Cremer  and 
his  firm  all  U.S.  export  privileges  for  an  indefinite  period  for  failure 
to  answer  interrogatories  and  to  account  for  his  participation  in  the 
disposition  of  U.S.-origin  strategically  rated  electronic  equipment 
(see  1st  Quarterly  Report,  1964).  A  notice  of  related  party  determi- 
nation issued  April  25,  1975,  named  Grabner  GmbH  a  related  party 
to  Cremer  inasmuch  as  he  was  engaged  as  a  managing  principal  of 
that  firm  (see  1st  Semiannual  Report,  1975). 

Respondent  Cremer  has  now  answered  the  interrogatories  and  ex- 
plained his  reason  for  failing  to  do  so  at  an  earlier  time.  Information 
available  to  the  Department  indicates  that  Cremer  and  the  firms  with 
which  he  is  connected  have  abided  by  the  terms  of  the  earlier  order. 
Accordingly,  an  order  was  entered  December  17,  1975,  terminating 
the  outstanding  orders  against  these  parties. 

T.  J.  Sas  <&  Son,  Ltd.  and  T.  R.  Sas,  Victoria  House,  Vernon  Place, 
Holborn,  London  WC1B  4DR,  England,  and  related  parties  /.  L. 
Brealey  (London)  Ltd.,  Electrical  Installation  &  Maintenance  Co., 
Electrical  Stockholder,  Elektra  Spares,  Research  Chemical  Service, 
Sas  Scientific  Chemicals,  Ltd.,  and  Scientific  Procurement  Co.,  all 
of  the  same  address. 

By  an  order  dated  August  28,  1967,  the  U.S.  export  privileges  of 
the  above-named  respondents,  as  well  as  those  of  T.  J.  Sas,  a  direc- 
tor of  the  firm,  were  denied  for  an  indefinite  period  for  failure  to 
responsively  answer  interrogatories  and  provide  certain  records  and 
documents  relating  to  the  disposition  of  U.S.-origin  commodities 
(see  3rd  Quarterly  Report,  1967).  Thereafter,  the  terms  of  the  order 
were  made  applicable  to  the  seven  named  related  parties. 

Subsequently,  an  application  with  supporting  evidence  was  sub- 
mitted seeking  relief  from  the  terms  of  the  order  as  it  pertained  to 
T.  J.  Sas  who  was  no  longer  associated  with  the  firm.  On  June  8, 
1970,  the  name  of  T.  J.  Sas  was  removed  from  the  list  of  individuals 
under  effective  denial  (see  2nd  Quarterly  Report,  1970). 

Recently,  T.  J.  Sas  &  Sons,  Ltd.,  and  T.  R.  Sas  answered  the  inter- 
rogatories responsively,  thereby  qualifying  them  for  termination  of 
the  indefinite  denial  order  against  them.  Consequently,  the  order  of 
August  28,  1967,  was  vacated  by  the  Department  on  February  13, 
1976.  This  latter  action  similarly  restored  the  U.S.  export  privileges 
of  the  related  parties. 

Brooks  Delektro,  Inc.,  and  Francine  A.  Brooks,  P.O.  Box  1473 
"F",  New  York,  N.Y. 
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An  order  effective  June  1,  1973,  denied  the  above  firm  and  its 
president  all  U.S.  export  privileges  for  36  months  with  automatic 
restoration  of  the  privileges  after  30  days.  For  the  remainder  of  the 
period,  respondents  were  to  remain  on  probation.  In  addition,  civil 
penalties  totaling  $4,000  were  assessed;  $2,000  of  which  was  paid 
and  the  balance  held  in  abeyance  contingent  on  the  respondents'  sub- 
stantial compliance  with  the  export  regulations  (see  2nd  Quarterly 
Report,  1973). 

Following  a  finding  that  the  respondents  were  not  in  substantial 
compliance  with  the  export  regulations,  a  supplemental  order  was 
entered  May  21,  1975,  demanding  payment  of  the  remaining  $2,000 
(see  1st  Semiannual  Report,  1975). 

The  respondents  have  since  shown  cause  justifying  remission  of 
the  $2,000  unpaid  balance.  They  affirmatively  showed  that  they  re- 
frained from  actual  exportation  of  merchandise  during  the  30-day 
period  of  denial  and  had  otherwise  complied  with  the  expoit  regula- 
tions during  the  probationary  period.  Also,  respondents  satisfactorily 
demonstrated  that  they  initiated  and  adhered  to  appropriate  safe- 
guards to  prevent  future  violations  of  the  regulations.  Therefore,  the 
supplemental  order  of  May  21,  1975,  was  vacated  on  March  23,  1976. 

Kathleen  Botez,  a/k/a  Kathleen  P.  Gunter,  169  Queen's  Gate,  Lon- 
don s.w.  7,  England;  ERES  Establissemente  de  Recherches  Scienti- 
fiques  et  Expertises,  Vaduz,  Liechtenstein,  and  Rue  Petitot  2,  Geneva, 
Switzerland;  Expert  Electronic  Products,  Ltd.,  29  New  Cavendish 
Street,  London  W.l,  England;  Valvulas  Electrica  y  Transistores, 
S.A.  (VET RASA ),  Santiago  Bernabeu  4,  Madrid,  Spain;  Willi 
Earner,  a/k/a  Willi  Farner  Moser,  Grenchen,  Switzerland,  and 
Sagrera  44-58,  Barcelona,  Spain;  Earner  Air  Leasing  S.A.  and 
Earner  Air  /Service  S.A.,  Sien,  Switzerland;  Farner  We?"ke  A.G., 
Grenchen,  Switzerland;  and  Alexander  Botes  (Deceased),  a/k/a 
Allessandro  Donici  Botez,  A.B.  Gamboa,  and  Alexander  Botez  Gam- 
boa,  Boite  Postale  21,  Poste  Grange  Canal,  Geneva,  Switzerland. 

Under  the  terms  of  an  order  effective  July  22,  1960,  all  U.S.  export 
privileges  for  the  duration  of  U.S.  export  controls  were  denied  to 
Willi  Farner,  his  firm  Farner  Werke  A.G.,  and  Alexander  Botez. 
The  order  also  listed  the  individuals  concerned  by  their  other  known 
names  as  indicated  above.  It  had  been  found  that  the  respondents 
participated  in  a  scheme  to  obtain  U.S. -origin  electronic  equipment 
and  effect  its  delivery  to  a  proscribed  destination.  (See  3rd  Quarterly 
Report,  1960.)  Later,  Kathleen  Botez  (following  her  marriage  to 
Alexander  Botez)  and  others  were  determined  to  be  related  parties 
to  Botez  and/or  Farner. 
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Farner  and  the  firms  bearing  his  name  applied  for  relief  from  the 
terms  of  the  order  and,  on  the  basis  of  a  finding  that  the  integrity  of 
the  export  control  program  would  not  be  jeopardized,  an  order  was 
issued  September  8,  1972,  conditionally  restoring  the  U.S.  export 
privileges  of  those  parties  and  placing  them  on  probation  for  the 
duration  of  U.S.  export  controls  (see  3rd  Quarterly  Report,  1972). 

Alexander  and  Kathleen  Botez  recently  petitioned  for  restoration 
of  their  U.S.  export  privileges.  Prior  to  the  hearing  on  such  petition, 
Alexander  Botez  died.  The  hearing  resulted  in  the  finding  that  un- 
conditional restoration  of  all  U.S.  export  privileges  to  the  above- 
named  respondents  would  be  consistent  with  the  purposes  of  the  ex- 
port control  program.  Accordingly,  an  order  was  entered  March  23, 
1976,  unconditionally  restoring  those  privileges. 
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Export  Administration  Act  of  1969  as  amended  and  extended  by  the  Equal 
Export  Opportunity  Act  of  1972  and  The  Export  Administration  Amend- 
ments of  1974 

[Public   Law   91-184,   December  30,   1969,   as  amended  by  Public   Law  92-412,   August  29,    1972, 
and  Public  Law  93-500,  October  29,  1974.] 

AN  ACT  TO  PROVIDE  FOR  CONTINUATION  OF  AUTHORITY  FOR 
REGULATION   OF   EXPORTS 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United 
States  of  America  in  Congress  assembled, 

SHORT   TITLE 

Sec.    1.   This    Act  may  be   cited   as   the   " Export   Administration    Act   of 
1969." 

FINDINGS 

Sec.  2.  The  Congress  makes  the  following  findings 

(l)The  availability  of  certain  materials  at  home  and  abroad  varies 
so  that  the  quantity  and  composition  of  U.S.  exports  and  their  distribu- 
tion among  importing  countries  may  affect  the  welfare  of  the  domestic 
economy  and  may  have  an  important  bearing  upon  fulfillment  of  the 
foreign  policy  of  the  United  States. 

(2)  The  unrestricted  export  of  materials,  information,  and  technology 
without  regard  to  whether  they  make  a  significant  contribution  to  the 
military  potential  of  any  other  nation  or  nations  may  adversely  affect 
the  national  security  of  the  United  States. 

(3)  The  unwarranted  restriction  of  exports  from  the  United  States 
has  a  serious  adverse  effect  on  our  balance  of  payments,  particularly 
when  export  restrictions  applied  by  the  United  States  are  more  exten- 
sive than  export  restrictions  imposed  by  countries  with  which  the 
United  States  has  defense  treaty  commitments. 

(4)  The  uncertainty  of  policy  toward  certain  categories  of  exports 
has  curtailed  the  efforts  of  American  business  in  those  categories  to  the 
detriment  of  the  overall  attempt  to  improve  the  trade  balance  of  the 
United  States. 

(5)  Unreasonable  restrictions  on  access  to  world  supplies  can  cause 
worldwide  political  and  economic  instability,  interfere  with  free  interna- 
tional trade,  and  retard  the  growth  and  development  of  nations. 

DECLARATION   OF  POLICY 

Sec.  3.  The  Congress  makes  the  following  declarations: 

(1)    It  is  the  policy  of  the  United  States  both   (A)  to  encourage  trade 
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with  all  countries  with  which  we  have  diplomatic  or  trading-  relations, 
except  those  countries  with  which  such  trade  has  been  determined  by 
the  President  to  be  against  the  national  interest,  and  (B)  to  restrict  the 
export  of  goods  and  technology  which  would  make  a  significant  contri- 
bution to  the  military  potential  of  any  other  nation  or  nations  which 
would  prove  detrimental  to  the  national  security  of  the  United  States. 

(2)  It  is  the  policy  of  the  United  States  to  use  export  controls  (A)  to 
the  extent  necessary  to  protect  the  domestic  economy  from  the  excessive 
drain  of  scarce  materials  and  to  reduce  the  serious  inflationary  impact 
of  foreign  demand,  (B)  to  the  extent  necessary  to  further  significantly 
the  foreign  policy  of  the  United  States  and  to  fulfill  its  international 
responsibilities,  and  (C)  to  the  extent  necessary  to  exercise  the  neces- 
sary vigilance  over  exports  from  the  standpoint  of  their  significance  to 
the  national  security  of  the  United  States. 

(3)  It  is  the  policy  of  the  United  States  (A)  to  formulate,  reformu- 
late, and  apply  any  necessary  controls  to  the  maximum  extent  possible 
in  cooperation  with  all  nations,  and  (B)  to  formulate  a  unified  trade 
control  policy  to  be  observed  by  all  such  nations. 

(4)  It  is  the  policy  of  the  United  States  to  use  its  economic  resources 
and  trade  potential  to  further  the  sound  growth  and  stability  of  its 
economy  as  well  as  to  further  its  national  security  and  foreign  policy 
objectives. 

(5)  It  is  the  policy  of  the  United  States  (A)  to  oppose  restrictive 
trade  practices  or  boycotts  fostered  or  imposed  by  foreign  countries 
against  other  countries  friendly  to  the  United  States,  (B)  to  encourage 
and  request  domestic  concerns  engaged  in  the  export  of  articles,  mate- 
rials, supplies,  or  information,  to  refuse  to  take  any  action,  including 
the  furnishing  of  information  or  the  signing  of  agreements,  which  has 
the  effect  of  furthering  or  supporting  the  restrictive  trade  practices  or 
boycotts  fostered  or  imposed  by  any  foreign  country  against  another 
country  friendly  to  the  United  States,  and  (C)  to  foster  international 
cooperation  and  the  development  of  international  rules  and  institutions 
to  assure  reasonable  access  to  world  supplies. 

(6)  It  is  the  policy  of  the  United  States  that  the  desirability  of  sub- 
jecting or  continuing  to  subject,  particular  articles,  materials,  or  sup- 
plies, including  technical  data  or  other  information,  to  United  States 
export  controls  should  be  subjected  to  review  by  and  consultation  with 
representatives  of  appropriate  United  States  Government  agencies  and 
qualified  experts  from  private  industry. 

(7)  It  is  the  policy  of  the  United  States  to  use  export  controls, 
including  license  fees,  to  secure  the  removal  by  foreign  countries  of 
restrictions  on  access  to  supplies  where  such  restrictions  have  or  may 
have  a  serious  domestic  inflationary  impact,  have  caused  or  may  cause  a 
serious  domestic  shortage,  or  have  been  imposed  for  purposes  of  influ- 
encing the  foreign  policy  of  the  United  States.  In  effecting  this  policy, 
the  President  shall  make  every  reasonable  effort  to  secure  the  removal 
or  reduction  of  such  restrictions,  policies,  or  actions  through  interna- 
tional cooperation  and  agreement  before  resorting  to  the  imposition  of 
controls  on  the  export  of  materials  from  the  United  States:  Provided, 
That  no  action  taken  in  fulfillment  of  the  policy  set  forth  in  this  para- 
graph shall  apply  to  the  export  of  medicine  or  medical  supplies. 
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AUTHORITY 

Sec.  4.  (a)  (1)  The  Secretary  of  Commerce  shall  institute  such  organiza- 
tional and  procedural  changes  in  any  office  or  division  of  the  Department  of 
Commerce  which  has  heretofore  exercised  functions  relating  to  the  control  of 
exports  and  continues  to  exercise  such  controls  under  this  Act  as  he  deter- 
mines are  necessary  to  facilitate  and  effectuate  the  fullest  implementation  of 
the  policy  set  forth  in  this  Act  with  a  view  to  promoting  trade  with  all 
nations  with  which  the  United  States  is  engaged  in  trade,  including  trade 
with  (A)  those  countries  or  groups  of  countries  with  which  other  countries 
or  groups  of  countries  having  defense  treaty  commitments  with  the  United 
States  have  a  significantly  larger  percentage  of  volume  of  trade  than  does 
the  United  States,  and  (B)  other  countries  eligible  for  trade  with  the 
United  States  but  not  significantly  engaged  in  trade  with  the  United  States. 
In  addition,  the  Secretary  shall  review  any  list  of  articles,  materials,  or  sup- 
plies, including  technical  data  or  other  information,  the  exportation  of  which 
from  the  United  States,  its  territories  and  possessions,  was  heretofore  pro- 
hibited or  curtailed  with  a  view  to  making  promptly  such  changes  and  revi- 
sions in  such  list  as  may  be  necessary  or  desirable  in  furtherance  of  the 
policy,  purposes,  and  provisions  of  this  Act.  The  Secretary  shall  include  a 
detailed  statement  with  respect  to  actions  taken  in  compliance  with  the  pro- 
visions of  this  paragraph  in  the  second  quarterly  report  (and  in  any  subse- 
quent report  with  respect  to  actions  taken  during  the  preceding  quarter) 
made  by  him  to  the  Congress  after  the  date  of  enactment  of  this  Act  pur- 
suant to  section  10. 

(2)  The  Secretary  of  Commerce  shall  use  all  practicable  means  available 
to  him  to  keep  the  business  sector  of  the  Nation  fully  apprised  of  changes  in 
export  control  policy  and  procedures  instituted  in  conformity  with  this  Act 
with  a  view  to  encouraging  the  widest  possible  trade. 

(b)  (1)  To  effectuate  the  policies  set  forth  in  section  3  of  this  Act,  the 
President  may  prohibit  or  curtail  the  exportation  from  the  United  States,  its 
territories  and  possessions,  of  any  articles,  materials,  or  supplies,  including 
technical  data  or  any  other  information,  except  under  such  rules  and  regula- 
tions as  he  shall  prescribe.  To  the  extent  necessary  to  achieve  effective 
enforcement  of  this  Act,  these  rules  and  regulations  may  apply  to  the  financ- 
ing, transporting,  and  other  servicing  of  exports  and  the  participation 
therein  by  any  persons.  Rules  and  regulations  may  provide  for  denial  of  any 
request  or  application  for  authority  to  export  articles,  materials,  or  supplies, 
including  technical  data,  or  any  other  information,  from  the  United  States, 
its  territories  and  possessions,  to  any  nation  or  combination  of  nations 
threatening  the  national  security  of  the  United  States  if  the  President  deter- 
mines that  their  export  would  prove  detrimental  to  the  national  security  of 
the  United  States,  regardless  of  their  availability  from  nations  other  than 
any  nation  or  combination  of  nations  threatening  the  national  security  of 
the  United  States,  but  whenever  export  licenses  are  required  on  the  ground 
that  considerations  of  national  security  override  considerations  of  foreign 
availability,  the  reasons  for  so  doing  shall  be  reported  to  the  Congress  in 
the  quarterly  report  following  the  decision  to  require  such  licenses  on  that 
ground  to  the  extent  considerations  of  national  security  and  foreign  policy 
permit.  The  rules  and  regulations  shall  implement  the  provisions  of  section 
3(5)  of  this  Act  and  shall  require  that  all  domestic  concerns  receiving 
requests  for  the  furnishing  of  information  or  the  signing  of  agreements  as 
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specified  in  that  section  must  report  this  fact  to  the  Secretary  of  Commerce 
for  such  action  as  he  may  deem  appropriate  to  carry  out  the  purposes  of 
that  section.  In  curtailing  the  exportation  of  any  articles,  materials,  or  sup- 
plies to  effectuate  the  policy  set  forth  in  section  3(2)  (A)  of  this  Act,  the 
President  is  authorized  and  directed  to  allocate  a  portion  of  export  licenses 
on  the  basis  of  factors  other  than  a  prior  history  of  exportation. 

(2)  The  Secretary  of  Commerce,  in  cooperation  with  appropriate  United 
States  Government  departments  and  agencies  and  the  appropriate  technical 
advisory  committees  established  under  section  5(c),  shall  undertake  an  inves- 
tigation to  determine  which  articles,  materials,  and  supplies,  including  tech- 
nical data  and  other  information,  should  no  longer  be  subject  to  export  con- 
trols because  of  their  significance  to  the  national  security  of  the  United 
States.  Notwithstanding  the  provisions  of  paragraph  (1),  the  President  shall 
remove  unilateral  export  controls  on  the  export  from  the  United  States  of 
articles,  materials,  or  supplies,  including  techncal  data  or  other  information, 
which  he  determines  are  available  without  restriction  from  sources  outside 
the  United  States  in  significant  quantities  and  comparable  in  quality  to 
those  produced  in  the  United  States,  except  that  any  such  control  may 
remain  in  effect  if  the  President  determines  that  adequate  evidence  has  been 
presented  to  him  demonstrating  that  the  absence  of  such  a  control  would 
prove  detrimental  to  the  national  security  of  the  United  States.  The  nature 
of  such  evidence  shall  be  included  in  the  special  report  required  by  para- 
graph (4). 

(3)  In  conducting  the  investigation  referred  to  in  paragraph  (2)  and  in 
taking  the  action  required  under  such  paragraph,  the  Secretary  of  Com- 
merce shall  give  priority  to  those  controls  which  apply  to  articles,  materials, 
and  supplies,  including  technical  data  and  other  information,  for  which  there 
are  significant  potential  export  markets. 

(4)  Not  later  than  nine  months  after  the  date  of  enactment  of  the  Equal 
Export  Opportunity  Act,  the  Secretary  of  Commerce  shall  submit  to  the 
President  and  to  the  Congress  a  special  report  of  actions  taken  under  para- 
graphs (2)  and  (3).  Such  report  shall  contain — 

(A)  a  list  of  any  articles,  materials,  and  supplies,  including  technical 
data  and  other  information,  which  are  subject  under  this  Act  to  export 
controls  greater  than  those  imposed  by  nations  with  which  the  United 
States  has  defense  treaty  commitments,  and  the  reasons  for  such 
greater  controls;  and 

(B)  a  list  of  any  procedures  applicable  to  export  licensing  in  the 
United  States  which  may  be  or  are  claimed  to  be  more  burdensome  than 
similar  procedures  utilized  in  nations  with  which  the  United  States  has 
defense  treaty  commitments,  and  the  reasons  for  retaining  such  proce- 
dures in  their  present  form. 

(c)  (1)  To  effectuate  the  policy  set  forth  in  section  3(2)  (A)  of  this  Act, 
the  Secretary  of  Commerce  shall  monitor  exports,  and  contracts  for  exports, 
of  any  article,  material,  or  supply  (other  than  a  commodity  which  is  subject 
to  the  reporting  requirements  of  section  812  of  the  Agricultural  Act  of 
1970)  when  the  volume  of  such  exports  in  relation  to  domestic  supply  con- 
tributes, or  may  contribute,  to  an  increase  in  domestic  prices  or  a  domestic 
shortage,  and  such  price  increase  or  shortage  has,  or  may  have,  a  serious 
adverse  impact  on  the  economy  or  any  sector  thereof.  Information  which  the 
Secretary  requires  to  be  furnished  in  effecting  such  monitoring  shall  be  con- 
fidential, except  as  provided  in  paragraph  (2)  of  this  subsection. 
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(2)  The  results  of  such  monitoring  shall,  to  i»he  extent  practicable,  be 
aggregated  and  included  in  weekly  reports  setting  forth,  with  respect  to 
each  article,  material,  or  supply  monitored,  actual  and  anticipated  exports, 
the  destination  by  country,  and  the  domestic  and  worldwide  price,  supply, 
and  demand.  Such  reports  may  be  made  monthly  if  the  Secretary  determines 
that  there  is  insufficient  information  to  justify  weekly  reports. 

(d)  Nothing  in  this  Act  or  the  rules  or  regulations  thereunder  shall  be 
construed  to  require  authority  or  permission  to  export,  except  where 
required  by  the  President  to  effect  the  policies  set  forth  in  section  3  of  this 
Act. 

(e)  The  President  may  delegate  the  power,  authority,  and  discretion  con- 
ferred upon  him  by  this  Act  to  such  departments,  agencies,  or  officials  of  the 
Government  as  he  may  deem  appropriate. 

(f)  The  authority  conferred  by  this  section  shall  not  be  exercised  with 
respect  to  any  agricultural  commodity,  including  fats  and  oils  or  animal 
hides  or  skins,  without  the  approval  of  the  Secretary  of  Agriculture.  The 
Secretary  of  Agriculture  shall  not  approve  the  exercise  of  such  authority 
with  respect  to  any  such  commodity  during  any  period  for  which  the  supply 
of  such  commodity  is  determined  by  him  to  be  in  excess  of  the  requirements 
of  the  domestic  economy,  except  to  the  extent  the  President  determines  that 
such  exercise  of  authority  is  required  to  effectuate  the  policies  set  forth  in 
clause  (B)  or  (C)  of  paragraph  (2)  of  section  3  of  this  Act. 

(g)  Any  export  license  application  required  by  the  exercise  of  authority 
under  this  Act  to  effectuate  the  policies  of  section  3(1)  (B)  or  3(2)  (C)  shall 
be  approved  or  disapproved  not  later  than  90  days  after  its  submission.  If 
additional  time  is  required,  the  Secretary  of  Commerce  or  other  official  ex- 
ercising authority  under  this  Act  shall  inform  the  applicant  of  the  circum- 
stances requiring  such  additional  time  and  give  an  estimate  of  when  his 
decision  will  be  made. 

(h)  (1)  The  Congress  finds  that  the  defense  posture  of  the  United  States 
may  be  seriously  compromised  if  the  Nation's  goods  and  technology  are 
exported  to  a  controlled  country  without  an  adequate  and  knowledgeable 
assessment  being  made  to  determine  whether  export  of  such  goods  and  tech- 
nology will  significantly  increase  the  military  capability  of  such  country.  It 
is  the  purpose  of  this  subsection  to  provide  for  such  an  assessment  and  to 
authorize  the  Secretary  of  Defense  to  review  any  proposed  export  of  goods 
or  technology  to  any  such  country  and,  whenever  he  determines  that  the 
export  of  such  goods  or  technology  will  significantly  increase  the  military 
capability  of  such  country,  to  recommend  to  the  President  that  such  export 
be  disapproved. 

(2)  Notwithstanding  any  other  provision  of  law,  the  Secretary  of  Defense 
shall  determine,  in  consultation  with  the  export  control  office  to  which  licens- 
ing requests  are  made,  the  types  and  categories  of  transactions  which  should 
be  reviewed  by  him  to  carry  out  the  purpose  of  this  subsection.  Whenever  a 
license  or  other  authority  is  requested  for  the  export  of  such  goods  or  tech- 
nology to  any  controlled  country,  the  appropriate  export  control  office  or 
agency  to  whom  such  request  is  made  shall  notify  the  Secretary  of  Defense 
of  such  request,  and  such  office  may  not  issue  any  license  or  other  authority 
pursuant  to  such  request  prior  to  the  expiration  of  the  period  within  which 
the  President  may  disapprove  such  export.  The  Secretary  of  Defense  shall 
carefully  consider  all  notifications  submitted  to  him  pursuant  to  this  subsec- 
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tion  and,  not  later  than  30  days  after  notification  of  the  request  shall — 

(A)  recommend  to  the  President  that  he  disapprove  any  request  for 
the  export  of  any  goods  or  technology  to  any  controlled  country  if  he 
determines  that  the  export  of  such  goods  or  technology  will  significantly 
increase  the  military  capability  of  such  country; 

(B)  notify  such  office  or  agency  that  he  will  interpose  no  objection  if 
appropriate  conditions  designed  to  achieve  the  purposes  of  this  Act  are 
imposed;  or 

(C)  indicate  that  he  does  not  intend  to  interpose  an  objection  to  the 
export  of  such  goods  or  technology. 

If  the  President  notifies  such  office  or  agency,  within  30  days  after  receiving 
a  recommendation  from  the  Secretary,  that  he  disapproves  such  export,  no 
license  or  other  authorization  may  be  issued  for  the  export  of  such  goods  or 
technology  to  such  country. 

(3)  Whenever  the  President  exercises  his  authority  under  this  subsection 
to  modify  or  overrule  a  recommendation  made  by  the  Secretary  of  Defense 
pursuant  to  this  section,  the  President  shall  submit  to  the  Congress  a  state- 
ment indicating  his  decision  together  with  the  recommendation  of  the  Secre- 
tary of  Defense, 

(4)  As  used  in  this  subsection — 

(A)  the  term  'goods  or  technology'  means — 

(i)  machinery,  equipment,  capital  goods,  or  computer  software; 
or 

(ii)  any  license  or  other  arrangement  for  the  use  of  any  patent, 
trade  secret,  design,  or  plan  with  respect  to  any  item  described  in 
clause  (i)  ; 

(B)  the  term  'export  control  office'  means  any  office  or  agency  of  the 
United  States  Government  whose  approval  or  permission  is  required 
pursuant  to  existing  law  for  the  export  of  goods  or  technology;  and 

(C)  the  term  'controlled  country'  means  any  Communist  country  as 
denned  under  section  620(f)  of  the  Foreign  Assistance  Act  of  1961. 

(i)  In  imposing  export  controls  to  effectuate  the  policy  stated  in  section 
3(2)  (A)  of  this  Act,  the  President's  authority  shall  include  but  not  be  lim- 
ited to,  the  imposition  of  export  license  fees. 

PROCEDURES  FOR  HARDSHIP  RELIEF  FROM  EXPORT  CONTROLS 

Sec.  4A.  (a)-  Any  person  who,  in  his  domestic  manufacturing  process  or 
other  domestic  business  operation,  utilizes  a  product  produced  abroad  in 
whole  or  in  part  from  a  commodity  historically  obtained  from  the  United 
States  but  which  has  been  made  subject  to  export  controls,  or  any  person 
who  historically  has  exported  such  a  commodity,  may  transmit  a  petition  of 
hardship  to  the  Secretary  of  Commerce  requesting  an  exemption  from  such 
controls  in  order  to  alleviate  any  unique  hardship  resulting  from  the  imposi- 
tion of  such  controls.  A  petition  under  this  section  shall  be  in  such  form  as 
the  Secretary  of  Commerce  shall  prescribe  and  shall  contain  information 
demonstrating  the  need  for  the  relief  requested. 

(b)  Not  later  than  30  days  after  receipt  of  any  petition  under  subsection 
(a),  the  Secretary  of  Commerce  shall  transmit  a  written  decision  to  the 
petitioner  granting  or  denying  the  requested  relief.  Such  decision  shall  con- 
tain a  statement  setting  forth  the  Secretary's  basis  for  the  grant  or  denial. 
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Any  exemption  granted  may  be  subject  to  such  conditions  as  the  Secretary 
deems  appropriate.  , 

(c)  For  purposes  of  this  section,  the  Secretary's  decision  with  respect  to 
the  grant  or  denial  of  relief  from  unique  hardship  resulting  directly  or  indi- 
rectly from  the  imposition  of  controls  shall  reflect  the  Secretary's  considera- 
tion of  such  factors  as — 

(1)  Whether  denial  would  cause  a  unique  hardship  to  the  applicant 
which  can  be  alleviated  only  by  granting  an  exception  to  the  applicable 
regulations.  In  determining  whether  relief  shall  be  granted,  the  Secre- 
tary will  take  into  account: 

(A)  ownership  of  material  for  which  there  is  no  practicable 
domestic  market  by  virtue  of  the  location  or  nature  of  the  material ; 

(B)  potential  serious  financial  loss  to  the  applicant  if  not 
granted  an  exception; 

(C)  inability  to  obtain,  except  through  import,  an  item  essential 
for  domestic  use  which  is  produced  abroad  from  the  commodity 
under  control; 

(D)  the  extent  to  which  denial  would  conflict,  to  the  particular 
detriment  of  the  applicant,  with  other  national  policies  including 
those  reflected  in  any  international  agreement  to  which  the  United 
States  is  a  party; 

(E)  possible  adverse  effects  on  the  economy  (including  unemploy- 
ment) in  any  locality  or  region  of  the  United  States;  and 

(F)  other  relevant  factors,  including  the  applicant's  lack  of  an 
exporting  history  during  any  base  period  that  may  be  established 
with  respect  to  export  quotas  for  the  particular  commodity. 

(2)  The  effect  a  finding  in  favor  of  the  applicant  would  have  on 
attainment  of  the  basic  objectives  of  the  short  supply  control  program. 

In  all  cases,  the  desire  to  sell  at  higher  prices  and  thereby  obtain  greater 
profits  will  not  be  considered  as  evidence  of  a  unique  hardship,  nor  will  cir- 
cumstances where  the  hardship  is  due  to  imprudent  acts  or  failure  to  act  on 
the  part  of  the  appellant. 

CONSULTATION  AND    STANDARDS 

Sec.  5.  (a)  In  determining  what  shall  be  controlled  or  monitored  under 
this  Act,  and  in  determining  the  extent  to  which  exports  shall  be  limited, 
any  department,  agency,  or  official  making  these  determinations  shall  seek 
information  and  advice  from  the  several  executive  departments  and  inde- 
pendent agencies  concerned  with  aspects  of  our  domestic  and  foreign  policies 
and  operations  having  an  important  bearing  on  exports.  Such  departments 
and  agencies  shall  fully  cooperate  in  rendering  such  advice  and  information. 
Consistent  with  considerations  of  national  security,  the  President  shall  from 
time  to  time  seek  information  and  advice  from  various  segments  of  private 
industry  in  connection  with  the  making  of  these  determinations.  In  addition, 
the  Secretary  of  Commerce  shall  consult  with  the  Federal  Energy  Adminis- 
tration to  determine  whether  monitoring  under  section  4  of  this  Act  is  war- 
ranted with  respect  to  exports  of  facilities,  machinery,  or  equipment  nor- 
mally and  principally  used,  or  intended  to  be  used,  in  the  production, 
conversion  or  transportation  of  fuels  and  energy  (except  nuclear  energy), 
including  but  not  limited  to,  drilling  rigs,  platforms,  and  equipment;  petro- 
leum refineries,  natural  gas  processing,  liquefication,  and  gasification  plants; 
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facilities  for  production  of  synthetic  natural  gas  or  synthetic  crude  oil;  oil 
and  gas  pipelines,  pumping  stations,  and  associated  equipment;  and  vessels 
for  transporting  oil,  gas,  coal,  and  other  fuels. 

(b)  (1)  In  authorizing  exports,  full  utilization  of  private  competitive  trade 
channels  shall  be  encouraged  insofar  as  practicable,  giving  consideration  to 
the  interests  of  small  business,  merchant  exporters  as  well  as  producers,  and 
established  and  new  exporters,  and  provision  shall  be  made  for  representa- 
tive trade  consultation  to  that  end.  In  addition,  there  may  be  applied  such 
other  standards  or  criteria  as  may  be  deemed  necessary  by  the  head  of  such 
department,  or  agency,  or  official  to  carry  out  the  policies  of  this  Act. 

(2)  Upon  imposing  quantitative  restrictions  on  exports  of  any  article, 
material,  or  supply  to  carry  out  the  policy  stated  in  section  3(2)  (A)  of  this 
Act,  the  Secretary  of  Commerce  shall  include  in  his  notice  published  in  the 
Federal  Register  an  invitation  to  all  interested  parties  to  submit  written 
comments  within  fifteen  days  from  the  date  of  publication  on  the  impact  of 
such  restrictions  and  the  method  of  licensing  used  to  implement  them. 

(c)  (1)  Upon  written  request  by  representatives  of  a  substantial  segment 
of  any  industry  which  produces  articles,  materials  and  supplies,  including 
technical  data  and  other  information,  which  are  subject  to  export  controls  or 
are  being  considered  for  such  controls  because  of  their  significance  to  the 
national  security  of  the  United  States,  the  Secretary  of  Commerce  shall 
appoint  a  technical  advisory  committee  for  any  grouping  of  such  articles, 
materials,  and  supplies,  including  technical  data  and  other  information, 
which  he  determines  is  difficult  to  evaluate  because  of  questions  concerning 
technical  matters,  worldwide  availability  and  actual  utilization  of  production 
and  technology,  or  licensing  procedures.  Each  such  committee  shall  consist  of 
representatives  of  United  States  industry  and  government,  including  the 
Department  of  Commerce,  Defense,  and  State,  and,  when  appropriate,  other 
Government  departments  and  agencies.  No  person  serving  on  any  such  com- 
mittee who  is  representative  of  industry  shall  serve  on  such  committee  for 
more  than  two  consecutive  years. 

(2)  It  shall  be  the  duty  and  function  of  the  technical  advisory  committees 
established  under  paragraph  (1)  to  advise  and  assist  the  Secretary  of  Com- 
merce and  any  other  department,  agency,  or  official  of  the  Government  of 
the  United  States  to  which  the  President  has  delegated  power,  authority, 
and  discretion  under  section  4(d)  with  respect  to  actions  designed  to  carry 
out  the  policy  set  forth  in  section  3  of  this  Act.  Such  committees  shall  be 
consulted  with  respect  to  questions  involving  technical  matters,  worldwide 
availability  and  actual  utilization  of  production  and  technology,  and  licens- 
ing procedures  which  may  affect  the  level  of  export  controls  applicable  to 
any  articles,  materials,  or  supplies,  including  technical  data  or  other  infor- 
mation, and  including  those  whose  export  is  subject  to  multilateral  controls 
undertaken  with  nations  with  which  the  United  States  has  defense  treaty 
commitments,  for  which  the  committees  have  expertise.  Such  committees 
shall  also  be  consulted  and  kept  fully  informed  of  progress  with  respect  to 
the  investigation  required  by  section  4(b)(2)  of  this  Act.  Nothing  in  this 
subsection  shall  prevent  the  Secretary  from  consulting,  at  any  time,  with 
any  person  representing  industry  or  the  general  public  regardless  of 
whether  such  person  is  a  member  of  a  technical  advisory  committee.  Mem- 
bers of  the  public  shall  be  given  a  reasonable  opportunity,  pursuant  to  regu- 
lations prescribed  by  the  Secretary  of  Commerce,  to  present  evidence  to  such 
committees. 
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(3)  Upon  request  of  any  member  of  any  such  committee,  the  Secretary 
may,  if  he  determines  it  appropriate,  reimburse  such  member  for  travel, 
subsistence,  and  other  necessary  expenses  incurred  by  him  in  connection 
with  his  duties  as  a  member. 

(4)  Each  such  committee  shall  elect  a  chairman,  and  shall  meet  at  least 
every  three  months  at  the  call  of  the  Chairman,  unless  the  Chairman  deter- 
mines, in  consultation  with  the  other  members  of  the  committee,  that  such  a 
meeting  is  not  necessary  to  achieve  the  purposes  of  this  Act.  Each  such  com- 
mittee shall  be  terminated  after  a  period  of  two  years,  unless  extended  by 
the  Secretary  for  additional  periods  of  two  years.  The  Secretary  shall  con- 
sult each  such  committee  with  regard  to  such  termination  or  extension  of 
that  committee. 

(5)  To  facilitate  the  work  of  the  technical  advisory  committees,  the  Secre- 
tary of  Commerce,  in  conjunction  with  other  departments  and  agencies  par- 
ticipating in  the  administration  of  this  Act,  shall  disclose  to  each  such  com- 
mittee adequate  information,  consistent  with  national  security,  pertaining  to 
the  reasons  for  the  export  controls  which  are  in  effect  or  contemplated  for 
the  grouping  of  articles,  materials,  and  supplies  with  respect  to  which  that 
committee  furnishes  advice. 

VIOLATIONS 

Sec.  6.  (a)  Except  as  provided  in  subsection  (b)  of  this  section,  whoever 
knowingly  violates  any  provision  of  this  Act  or  any  regulation,  order,  or 
license  issued  thereunder  shall  be  fined  not  more  than  $10,000  or  imprisoned 
not  more  than  one  year,  or  both.  For  a  second  or  subsequent  offense,  the 
offender  shall  be  fined  not  more  than  three  times  the  value  of  the  exports 
involved  or  $20,000,  whichever  is  greater  or  imprisoned  not  more  than  five 
years,  or  both. 

(b)  Whoever  willfully  exports  anything,  contrary  to  any  provision  of  this 
Act  or  any  regulation,  order,  or  license  issued  thereunder,  with  knowledge 
that  such  exports  will  be  used  for  the  benefit  of  any  Communist-dominated 
nation,  shall  be  fined  not  more  than  five  times  the  value  of  the  exports 
involved  or  $20,000,  whichever  is  greater,  or  imprisoned  not  more  than  five 
years,  or  both. 

(c)  The  head  of  any  department  or  agency  exercising  any  functions  under 
this  Act,  or  any  officer  or  employee  of  such  department  or  agency  specifi- 
cally designated  by  the  head  thereof,  may  impose  a  civil  penalty  not  to 
exceed  $1,000  for  each  violation  of  this  Act  or  any  regulation,  order,  or 
license  issued  under  this  Act,  either  in  addition  to  or  in  lieu  of  any  other 
liability  or  penalty  which  may  be  imposed. 

(d)  The  payment  of  any  penalty  imposed  pursuant  to  subsection  (c)  may 
be  made  a  condition,  for  a  period  not  exceeding  one  year  after  the  imposi- 
tion of  such  penalty,  to  the  granting,  restoration,  or  continuing  validity  of 
any  export  license,  permission,  or  privilege  granted  or  to  be  granted  to  the 
person  upon  whom  such  penalty  is  imposed. 

(e)  Any  amount  paid  in  satisfaction  of  any  penalty  imposed  pursuant  to 
subsection  (c)  shall  be  covered  into  the  Treasury  as  a  miscellaneous  receipt. 
The  head  of  the  department  or  agency  concerned  may,  in  his  discretion, 
refund  any  such  penalty,  within  two  years  after  payment,  on  the  ground  of 
a  material  error  of  fact  or  law  in  the  imposition.  Notwithstanding  section 
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1346(a)   of  title  28  of  the  U.S.  Code,  no  action  for  the  refund  of  any  such 
penalty  may  be  maintained  in  any  court. 

(f)  In  the  event  of  the  failure  of  any  person  to  pay  a  penalty  imposed 
pursuant  to  subsection  (c),  a  civil  action  for  the  recovery  thereof  may,  in 
the  discretion  of  the  head  of  the  department  or  agency  concerned,  be 
brought  in  the  name  of  the  United  States.  In  any  such  action,  the  court 
shall  determine  de  novo  all  issues  necessary  to  the  establishment  of  liability. 
Except  as  provided  in  this  subsection  and  in  subsection  (d),  no  such  liability 
shall  be  asserted,  claimed,  or  recovered  upon  by  the  United  States  in  any 
way  unless  it  has  previously  been  reduced  to  judgment. 

(g)  Nothing  in  subsection  (c),  (d),  or  (f)  limits: 

(1)  the  availability  of  other  administrative  or  judicial  remedies  with 
respect  to  violations  of  this  Act,  or  any  regulation,  order,  or  license 
issued  under  this  Act; 

(2)  the  authority  to  compromise  and  settle  administrative  proceedings 
brought  with  respect  to  violations  of  this  Act,  or  any  regulation,  order, 
or  license  issued  under  this  Act;  or 

(3)  the  authority  to  compromise,  remit  or  mitigate  seizures  and  for- 
feitures pursuant  to  section  1(b)  of  title  VI  of  the  Act  of  June  15,  1917 
(22  U.S.C.  401(b)). 

ENFORCEMENT 

Sec.  7  .(a)  To  the  extent  necessary  or  appropriate  to  the  enforcement  of 
this  Act  or  to  the  imposition  of  any  penalty,  forfeiture,  or  liability  arising 
under  the  Export  Control  Act  of  1949,  the  head  of  any  department  or 
agency  exercising  any  function  thereunder  (and  officers  or  employees  of  such 
department  or  agency  specifically  designated  by  the  head  thereof)  may  make 
such  investigations  and  obtain  such  information  from,  require  such  reports 
or  the  keeping  of  such  records  by,  make  such  inspection  of  the  books,  rec- 
ords, and  other  writings,  premises,  or  property  of,  and  take  the  sworn  testi- 
mony of,  any  person.  In  addition,  such  officers  or  employees  may  administer 
oaths  or  affirmations,  and  may  by  subpena  require  any  person  to  appear  and 
testify  or  to  appear  and  produce  books,  records,  and  other  writings,  or  both, 
and  in  the  case  of  contumacy  by,  or  refusal  to  obey  a  subpena  issued  to,  any 
such  person,  the  district  court  of  the  United  States  for  any  district  in  which 
such  person  is  found  or  resides  or  transacts  business,  upon  application,  and 
after  notice  to  any  such  person  and  hearing,  shall  have  jurisdiction  to  issue 
an  order  requiring  such  person  to  appear  and  give  testimony  or  to  appear 
and  produce  books,  records,  and  other  writings,  or  both,  and  any  failure  to 
obey  such  order  of  the  court  may  be  punished  by  such  court  as  a  contempt 
thereof. 

(b)  No  person  shall  be  excused  from  complying  with  any  requirements 
under  this  section  because  of  his  privilege  against  self-incrimination,  but  the 
immunity  provisions  of  the  Compulsory  Testmony  Act  of  February  11,  1893 
(27  Stat.  443;  49  U.S.C.  46)  shall  apply  with  respect  to  any  individual  who 
specifically  claims  such  privilege. 

(c)  No  department,  agency,  or  official  exercising  any  functions  under  this 
Act  shall  publish  or  disclose  information  obtained  hereunder  which  is 
deemed  confidential  or  with  reference  to  which  a  request  for  confidential 
treatment  is  made  by  the  person  furnishing  such  information,   unless   the 
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head  of  such  department  or  agency  determines  that  the  withholding  thereof 
is  contrary  to  the  national  interest. 

(d)  In  the  administration  of  this  Act,  reporting  requirements  shall  be  so 
designed  as  to  reduce  the  cost  of  reporting,  recordkeeping,  and  export  docu- 
mentation required  under  this  Act  to  the  extent  feasible  consistent  with 
effective  enforcement  and  compilation  of  useful  trade  statistics.  Reporting, 
record-keeping,  and  export  documentation  requirements  shall  be  periodically 
reviewed  and  revised  in  the  light  of  developments  in  the  field  of  information 
technology.  A  detailed  statement  with  respect  to  any  action  taken  in  compli- 
ance with  this  subsection  shall  be  included  in  the  first  quarterly  report  made 
pursuant  to  section  10  after  such  action  is  taken. 

EXEMPTION  FROM  CERTAIN  PROVISIONS  RELATING  TO  ADMINISTRA- 
TIVE PROCEDURE  AND  JUDICIAL  REVIEW 

Sec.  8.  The  functions  exercised  under  this  Act  are  excluded  from  the  oper- 
ation of  sections  551,  553-559,  and  701-706,  of  title  5  U.S.  Code. 

INFORMATION   TO   EXPORTERS 

Sec.  9.  In  order  to  enable  U.S.  exporters  to  coordinate  their  business 
activities  with  the  export  control  policies  of  the  U.S.  Government,  the  agen- 
cies, departments,  and  officials  responsible  for  implementing  the  rules  and 
regulations  authorized  under  this  Act,  shall,  if  requested,  and  insofar  as  it 
is  consistent  with  the  national  security,  the  foreign  policy  of  the  United 
States,  the  effective  administration  of  this  Act,  and  requirements  of  confi- 
dentiality contained  in  this  Act — 

(1)  inform  each  exporter  of  the  considerations  which  may  cause  his 
export  license  request  to  be  denied  or  to  be  the  subject  of  lengthy  exam- 
ination ; 

(2)  in  the  event  of  undue  delay,  inform  each  exporter  of  the  circum- 
stances arising  during  the  Government's  consideration  of  his  export 
license  application  which  are  cause  for  denial  or  for  further  examina- 
tion; 

(3)  give  each  exporter  the  opportunity  to  present  evidence  and  infor- 
mation which  he  believes  will  help  the  agencies,  departments,  and 
officials  concerned  to  resolve  any  problems  or  questions  which  are,  or 
may  be,  connected  with  his  request  for  a  license ;  and 

(4)  inform  each  exporter  of  the  reasons  for  a  denial  of  an  export 
license  request. 

QUARTERLY  REPORT 

Sec.  10(a).  The  head  of  any  department  or  agency,  or  other  official  exer- 
cising any  functions  under  this  Act,  shall  make  a  semiannual 1  report  to  the 
President  and  to  the  Congress  of  his  operations  hereunder. 

(b)  (1)  The  quarterly  report  required  for  the  first  quarter  of  1975  and 
every  second  report  thereafter  shall  include  summaries  of  the  information 
contained  in  the  reports  required  by  section  4(c)(2)    of  this  Act,  together 


1  Frequency    of    reporting    changed    from    quarterly    to    semiannually   by    Public    Law    93-608 
of  January  2,  1975. 
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with  an  analysis  by  the  Secretary  of  Commerce  of  (A)  the  impact  on  the 
economy  and  world  trade  of  shortages  or  increased  prices  for  articles,  mate- 
rials, or  supplies  subject  to  monitoring  under  this  Act,  (B)  the  worldwide 
supply  of  such  articles,  materials,  and  supplies,  and  (C)  actions  taken  by 
other  nations  in  response  to  such  shortages  or  increased  prices. 

(2)  Each  such  quarterly  report  shall  also  contain  an  analysis  by  the  Sec- 
retary of  Commerce  of  (A)  the  impact  on  the  economy  and  world  trade  of 
shortages  or  increased  prices  for  commodities  subject  to  the  reporting 
requirements  of  section  812  of  the  Agricultural  Act  of  1970,  (B)  the  world- 
wide supply  of  such  commodities,  and  (C)  actions  being  taken  by  other 
nations  in  response  to  such  shortages  or  increased  prices.  The  Secretary  of 
Agriculture  shall  fully  cooperate  with  the  Secretary  of  Commerce  in  provid- 
ing all  information  required  by  the  Secretary  of  Commerce  in  making  such 
analysis. 

DEFINITION 

Sec.  11.  The  term  "person"  as  used  in  this  Act  includes  the  singular  and 
the  plural  and  any  individual,  partnership,  corporation,  or  other  form  of 
association,  including  any  government  or  agency  thereof. 

EFFECTS   ON    OTHER   ACTS 

Sec.  12.  (a)  The  Act  of  February  15,  1936  (49  Stat.  1140),  relating  to  the 
licensing  of  exports  of  tinplate  scrap,  is  hereby  superseded;  but  nothing  con- 
tained in  this  Act  shall  be  construed  to  modify,  repeal,  supersede,  or  other- 
wise affect  the  provisions  of  any  other  laws  authorizing  control  over  exports 
of  any  commodity. 

(b)  The  authority  granted  to  the  President  under  this  Act  shall  be  exer- 
cised in  such  manner  as  to  achieve  effective  coordination  with  the  authority 
exercised  under  section  414  of  the  Mutual  Security  Act  of  1954  (22  U.S.C. 
1934). 

EFFECTIVE   DATE 

Sec.  13.  (a)  This  Act  takes  effect  upon  the  expiration  of  the  Export  Con- 
trol Act  of  1949. 

(b)  All  outstanding  delegations,  rules,  regulations,  orders,  licenses,  or 
other  forms  of  administrative  action  under  the  Export  Control  Act  of  1949 
or  section  6  of  the  Act  of  July  2,  1940  (54  Stat.  714),  shall,  until  amended 
or  revoked  remain  in  full  force  and  effect,  the  same  as  if  promulgated  under 
this  Act. 

TERMINATION   DATE 

Sec.  14.  The  authority  granted  by  this  Act  terminates  on  September  30, 
1976,  or  upon  any  prior  date  which  the  Congress  by  concurrent  resolution  or 
the  President  by  proclamation  may  designate. 

OTHER   REQUIREMENTS 

In  addition  to  changes  made  in  the  wording  of  the  Export  Administration 
Act,  the  Export  Administration  Amendments  of  1974  also  provide: 

Not  later  than  one  year  after  the  date  of  enactment  of  this  Act,  the  Sec- 
retary of  Commerce  shall  include  in  a  quarterly  report  under  section  10  of 
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the  Export  Administration  Act  of  1969  an  accounting  of  actions  taken  to 
expedite  the  processing  of  export  license  applications  as  required  under  sec- 
tion 4(g)  of  the  Export  Administration  Act  of  1969. 

The  President  is  directed  to  review  all  laws,  regulations  issued  thereunder 
by  the  Atomic  Energy  Commission,  the  Department  of  Commerce,  and  other 
Government  agencies,  governing  the  export  and  re-export  of  materials,  sup- 
plies, articles,  technical  data  or  other  information  relating  to  the  design, 
fabrication,  development,  supply,  repair  or  replacement  of  any  nuclear  facil- 
ity or  any  part  thereof,  and  to  report  within  six  months  to  the  Congress  on 
the  adequacy  of  such  regulations  to  prevent  the  proliferation  of  nuclear 
capability  for  nonpeaceful  purposes.  The  President  is  also  directed  to  review 
domestic  and  international  nuclear  safeguards  and  to  report  within  six 
months  to  the  Congress  on  the  adequacy  of  such  safeguards  to  prevent  the 
proliferation,  diversion  or  theft  of  all  such  nuclear  materials  and  on  efforts 
by  the  United  States  and  other  countries  to  strengthen  international  nuclear 
safeguards  in  anticipation  of  the  Review  Conference  scheduled  to  be  held  in 
February  1975  pursuant  to  Article  VII,  section  8  of  the  "Treaty  en  the 
Non-Proliferation  of  Nuclear  Weapons." 
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